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For the asking 
This past spring, we asked 4,300 
34th Street Shoppers about themselves 


and what they thought of five leading 


department and specialty stores in the 
34th Street shopping district. Their 
answers amply illustrate the wealth of 
useful information available to retail- 
ers for the asking. 

For example, the shoppers told us 
that they shop in the 34th Street 
stores primarily to get good value for 
their money; that they tend to shop 
in the particular store where they get 
the friendliest service; that half of 
them would find it more convenient 
to shop evenings, with Friday and 
Monday evenings preferred; that half 
of their purchases had been made on 
the spur of the moment; that every 
second one had a family income in ex- 
cess of $5,000 annually; and that one 
in three had children under 18 years 
of age living at home. 


Third in a series 

Our survey of 34th Street Shoppers is 
the third in a series of shopping sur- 
veys made recently by New York 
University School of Retailing stu- 
dents.! We had a twofold purpose: to 
obtain useful information about the 
shopping habits, opinions, and _ per- 
sonal backgrounds of 34th Street Shop- 

1 The first two of these surveys were published in the 
JourNAL OF RETAILING, XXVII, No. 3 (Fall 1951), 


under the titles of ‘Introducing Tippie, V.I.C.”" and 
“Ask Your Customers.” 


pers; and to provide us (the students) 
with actual experience in practical 
fact finding and reporting. 


Conduct of survey 


We designed a questionnaire in- 
corporating what executives of the 
five department and specialty stores 
told us they would like to know about 
34th Street Shoppers. The store-door 
interview technique was used in mak- 
ing the survey. Interviewers were 
stationed at all exits of the stores 
being studied with instructions to 
interview customers leaving the stores 
with or without packages. The inter- 
viewing was done during the week 
beginning April 14, 1952, from 11 
A.M. to 5 p.M., Monday through Satur- 
day. In addition, interviewing was 
carried out from 5 P.M. to 9 P.M. on 
Thursday. 

The questionnaires were tabulated 
by machine. Analyses of the data were 
made by store in all instances and, 
wherever practical, for all stores as a 
group. The findings are presented in 
such a way as to permit easy and prac- 
tical comparisons among the shoppers 
leaving each of the five stores which 
are designated respectively by the let- 
ters P, B, D, R, and C. 

Here are some of the interesting 
and useful things we found out about 
34th Street Shoppers. You will see how 
the shoppers look to the stores and, 
more important, how the stores look 
to the shoppers. 


ARE YOU GUESSING? 


HOW 34TH STREET SHOPPERS LOOK TO THE STORES 


34th Street Shoppers are predominantly women . . .* 


Sex 


Male 
29 
19 
29 
5 
il 
24 


* Figures in this and all subsequent tables are percentages unless otherwise noted. The figures opposite each store 
represent the proportion of total shoppers leaving the store. 


. . - and are mostly under 45 years of age . . .* 


** Age estimated by interviewer. 


Estimated Age (in Years)** 


A majority of 34 Street Shoppers are New York City cliff dwellers . . .* 


Home Location 
Shoppers New 
Leaving York Out of 
Store City City 

73 27 

living in Manhattan and Brooklyn . . .* 
Shoppers Residents of 
Leaving 
Store Manhattan Brooklyn Bronx Queens 

36 27 18 17 
37 22 22 17 
35 30 21 12 
33 24 24 18 
38 21 20 20 
36 26 20 16 
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One in three has children under 18 years of age living at home . . .* 


Shop pers Children Under 18 
Leaving Living ai Home 
Store Yes No 


With teen-agers well represented . . . 


Ages of Children (Years)t 


Leaving Under 5to 9to 13 to 
Store 1214 18 
20 36 19 47 
a ee 30 24 24 46 


{ Figures in this table and all subsequent tables similarly identified do not total 100 per cent since some customers 
gave more than one answer. 


Roughly half of the 34th Street Shoppers are employed . . .* 


Shoppers 
Leaving Employed 
Store Yes No 


. . . and, of those employed, half work within a ten-minute walk of the 
34th Street shopping area . . .+ 


Shoppers Work Within Ten- 
Leaving Minute Walk 
Store Yes No 


| 
| 
| 
Shoppers | 
| 
| | 
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They work in offices, stores, and factories . . .* 


Employed in 
Store Office Store Factory Other 
45 23 11 21 
47 17 12 24 
48 17 12 23 
63 16 5 16 


34th Street S. rs have considerable buying power . . . 
. . . over half of them have family incomes in excess of $100 weekly . . .* 


Family Weekly Income 


Shoppers $41 $61 $101 
Leaving Under to to to Over 
Store $40 $60 $100 $150 $150 
4 13 28 29 26 
4 16 27 25 28 
4 13 30 28 25 
4 15 30 28 23 
1 10 29 30 30 
4 13 29 28 26 


They shop the 34th Street stores frequently . . .* 


Shop Store 
Shop pers Daily to Once in Once in Less Than 
Leaving Once in Three Weeks Four Months Once in 
Store Two Weeks to Three Months to Six Months Six Months 
ae 39 25 13 23 
24 24 18 34 
| 47 24 10 19 
29 21 19 31 
33 24 16 27 
39 24 13 24 


. . . and over half of those interviewed had made purchases . . .* 


| Average Number 
i Store Yes No (in Units) | 
56 44 1.96 
42 58 1.72 
68 32 2.38 
47 53 1.78 
57 43 1.84 


Fall 1952 


| 
| 


102 JOURNAL OF RETAILING 
They had planned about half of the purchases before leaving home . . .* 


Shoppers Purchase 


Leaving Spur of 
Store Planned Momen: 
_ 47 53 


Shoppers Saw Item 


aveng Advertised 

Store Yes ° 
20 80 


Half of the 34th Street Shoppers would find it more convenient to shop evenings . . .* 


Shoppers More Convenient 
Leaving to Shop Evenings 
Store Yes No 


. and Friday and Monday evenings would be the most convenient . . .+ 


——— Preferred Evening to Shop 
Store Monday Tuesday Wednesday Thursday Friday Saturday 
22 19 18 15 27 9 
26 21 20 21 25 12 
27 22 20 19 28 14 
19 21 17 14 24 7 
ES Oe 24 16 15 21 27 5 
24 20 19 19 27 11 


| 
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HOW 34TH STREET STORES LOOK TO THE SHOPPERS 


Aside from price, the shoppers like to shop in 34th Street stores because 
they get good value for their money . . .+ 


Shoppers Reason for Shopping in 34th Street Stores 
Leaving Good Value Accessible Good Style Courteous Good Price None of 
Store for Money Location Selection Service Selection These 
| 32 14 9 10 10 28 
27 11 10 14 7 32 
EE eran 38 14 11 6 9 23 
23 14 22 14 8 34 
25 11 14 27 8 19 
32 13 11 10 9 26 
. . . and, in a majority of instances, they felt that the store where they were 


interviewed carries the highest quality merchandise in the area . . .+ 


Feel Highest Quality Merchandise Carried 
at Store 


Shoppers 
Leaving None of Do Not 
Store a B D R Cc These Know 
Breed ree 24 11 27 8 11 6 18 
10 20 26 11 11 8 19 
9 10 20 27 24 5 10 
6 6 21 12 41 4 11 
They believe that two stores give most value dollar for dollar . . .+ 
Shoppers Get Most Value for Money at Store 
Leaving None of Do Not 
Store P. B D R ¢ These Know 
40 6 34 2 3 14 
17 15 44 3 3 5 16 
8 5 70 1 2 4 12 
11 7 45 18 10 + 9 
. . . and tend to shop where they get friendliest service . . .+ 
day Shoppers Store Giving Friendliest Service 
Leaving — None of Do Not 
Store , B D R Cc These Know 
41 7 21 3 7 7 18 
Seer ee ee 12 31 19 6 8 7 20 
7 6 50 8 21 
ee eee 10 9 18 40 15 6 10 
re + 5 12 9 49 6 16 
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. . . but concentrate their buying in two stores . . .+ 


Buy Most over Year at Store 


Shoppers 
Leaving None of Do Not 
Store P B D R c These Know 
18 19 51 5 6 6 4 
9 5 75 3 7 3 
15 9 46 21 13 4 3 
9 6 38 8 30 9 5 


34th Street Shoppers have definite opinions about how stores are run . . .+ 


Most U p-to-Date Store in Way It Is Run 


Shoppers 
Leaving None of Do Not 
Store B D R These Know 
Sree 42 5 29 2 3 4 18 
17 18 36 3 6 4 18 
9 5 56 2 3 4 16 
20 6 29 19 10 3 14 
12 3 31 5 31 4 15 


One third of 34th Street Shoppers live within easy shopping distance of branch store operated 
by a major New York City department or specialty store . . .* 


A New York City Department or 


Store Yes No 

. - « but shop branch stores only occasionally . . .* 

anew: Shop Neighborhood Branch Stores 
Store Frequently Occasionally Never 
30 43 27 
ck 36 43 21 
29 43 28 
39 47 14 


32 43 25 


| 
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So what? 

Now you have met the 34th Street 
Shoppers. 

As a layman, vou will probably find 
the details of their personal back- 
grounds and shopping habits inter- 
esting. However, as a merchant, you 
will undoubtedly attempt to evaluate 
each finding in terms of its possible 
effect on some phase of store opera- 
tion. 


Basis for inventory planning 


For example, as a merchant, you 
may wonder if the stores’ inventories 
are properly adjusted to the needs of 
their prospective customers: if they 
include suitable assortments of items 
for the age groups represented, if they 
emphasize city rather than suburban 
living, if they include adequate repre- 
sentation of teen-age apparel. 

The many working women num- 
bered among 34th Street Shoppers fur- 
ther complicate the inventory and 
store operating problems. in- 
volves three important considerations: 
- working women need more clothes or, 
as Charm magazine puts it, ‘‘more is 
needed to hold down a job than to 
keep up with the Joneses,’’? working 
women have more money to spend, 
and many of them spend it from 
5 p.M. to 9 p.M. Do the store inven- 
tories include appropriate merchan- 
dise for these working women? Have 
the stores geared their activities to 
satisfy the neéds of this growing group 
of buyers? Do they make it conven- 
ient for working women to shop? 


2 Women's Wear Daily, Tuesday, March 18, 1952, 
advertisement, p. 15. 
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Need for evening openings 

The question of store-open hours 
is particularly challenging. Only re- 
cently, a prominent New York City 
merchant lashed out at “‘the head- 
long trend toward more night’ open- 
ings in department and _ specialty 
stores.”"* He pointed out that night 
openings involve increased costs and 
a lowered quality of service. 

However, there is another side to 
the problem. There has been a 50 per 
cent increase in the number of em- 
ployed women since 1940.4 This has 
resulted in a corresponding change in 
their living and buying habits. Evi- 
dences of this change are apparent 
throughout the country. Numerous 
surveys have reflected a growing de- 
sire on the part of the buying public 
to shop evenings. In support of pre- 
vious findings, 50 per cent of the 34th 
Street Shoppers would find it more 
convenient to shop evenings with 
Friday and Monday evenings pre- 
ferred. 

It is generally conceded that a mer- 
chant’s chief function is to provide a 
merchandise service for the public. 
It is also a fairly well accepted man- 
agement principle that additional 
hours of operation do not necessarily 
increase operating costs proportion- 
ately. There is little reason to believe 
that this principle does not hold true 
in the instance of retail stores when 
they extend their hours of operation. 


Flexibility needed 
Granted, store-open hours have 


3 Women's Wear Daily, Wednesday, September 3, 
1952, p. 1. 

4 Annual Report of the Labor Force 1950 and the Cur- 
rent Population Report on Labor Force, United States 
Department of Commerce, Bureau of Census. 
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been fairly well established by cus- 
tom. But does it not seem foolish to 
adhere blindly to a custom that no 
longer conforms to existing condi- 
tions? Are not merchants actually 
showing a progressive spirit when they 
adjust store hours to customers’ 
needs? And there is no reason why 
the adjustment must entail longer 
hours. Merchants have been known 
to open their stores later in the morn- 
ings in order to remain open later dur- 
ing the evenings. The plan adopted 
by a merchant should be determined 
by a thorough study of his customers’ 
shopping requirements. 


Bucking shoppers costly 


It would be difficult to criticize 
34th Street merchants for evening 
openings. However, they may be 
subject to criticism for remaining open 
Thursday evenings. The findings of 
this survey seem to indicate that the 
merchants, in arriving at this deci- 
sion, have not taken proper cogni- 
zance of their shoppers’ convenience. 
If our data are valid, is it not possible 
that the merchants are wasting un- 
told dollars and energy in trying to 
induce the public to shop on the least 
convenient evening? Might not ad- 
vertising dollars and payroll costs 
prove far more productive if spent to 
lure shoppers into the area on the 
evenings they indicate are most con- 
venient? Do not these findings indi- 
cate at least a need for 34th Street 
merchants to restudy their evening 
schedule of openings in terms of their 
shoppers’ convenience? 


Effective display a must 
The high percentage of purchases 


made by 34th Street Shoppers on the 
spur of the moment and the frequency 
with which they shop in the area 
raises several interesting questions. 
Are the merchants generally aware of 
these conditions? If they are, have 
they geared their advertising accord- 
ingly? Further, are they using their 
windows effectively to announce spe- 
cial merchandise offerings? Have they 
studied their interior displays and 
designed them to sell merchandise? 
Or have they been skimping their 
display budgets—being penny-wise 
and pound-foolish ? 


Customer loyalty a myth 


Merchants have been known to 
prate about ‘‘the loyalty of their cus- 
tomers,”’ but it is difficult to tempt 
shoppers if they do not like your store. 
Our findings seem to indicate that 
34th Street Shoppers can hardly be 
classified as ‘‘loyal’’ by any one store 
in the area. Some of the stores have 
done good jobs of pleasing individual 
shoppers and establishing amicable 
relations. For instance, one store 
seems to have a special appeal for 
office workers and another for sales- 
people. Again, one store appears to 
have convinced 34th Street Shoppers 
that it gives ‘‘most value dollar for 
dollar."”, On the other hand, a store 
may find that the shoppers think 
quite poorly of it, saying that it does 
not give sufficient value for prices 
charged and that other stores carry 
better merchandise and are more 
up-to-date in the way they are run. 


Shoppers fickle 


Keeping customers happy offers a 
serious challenge to a merchant. They 
(Continued on page 137) 


Retailers Get Rid of Banking 


Joseph M. Russakoff 
Vanguard Advertising 


Merchants or bankers 


Is the extension of credit a retailing 
function—r is it a banking function? 

Must the retailer be a banker, as 
well as a merchant, when he adds 
charge accounts to his service ?! 

For some 800 merchants in Nassau 
County on Long Island, the Franklin 
National Bank of Franklin Square, 
N.Y., has provided an answer to these 
questions that does away with most 
of their charge-account problems. Al- 
ready past the experimental stage, 
Franklin’s plan, begun last year, has 
grown rapidly in its own area and has 
been adopted on a royalty basis by 
banks in Rochester, New York, and 
Kalamazoo, Michigan, with other 
banks expected to join shortly. 


A banker banks 


Franklin’s Charge Account Plan is 
simplicity itself. The bank serves as 
the credit, accounting, bookkeeping, 
and collection office of the participat- 
ing stores, exactly as the credit de- 
partment of a large store serves its 
merchandising departments. 

In essence, the entire credit opera- 
tion of the member stores is concen- 


trated in one place, the Franklin 


Bank, where the customers have al- 
ready established charge accounts, 
and each month receive one bill, pay- 
able to the bank, for their purchases 
from any of the member stores. 


1**Merchants or Bankers,’’ JouRNAL OF RETAILING, 
XXV, No. 2 (Summer 1949), p. 64. 


Fall 1952 


The locality 


The rapid growth of Queens County 
(part of New York City) and of adja- 
cent Nassau County has attracted 
large numbers of service and retail 
establishments to serve the growing 
population. Many of the large New 
York stores have opened branches, in 
both Queens and Nassau, as the de- 
centralizing trend continues—and the 
end is nowhere near in sight. Queens 
County had a population of 1,550,000 
in the 1950 census, with Nassau listed 
as 672,000 (406,000 in 1940 and 
303,000 in 1930). 

Queens has many individual homes, 
along with apartments. In Nassau 
County, the predominance is in in- 
dividual homes, the famous Levittown 
project being among them. 


The bank 


The Franklin National Bank can be 
cited as an illustration of phenomenal 
growth. As recently as 1941 its 
deposits were only $5,000,000. Total 
resources this year are expected to 
reach $150,000,000. These figures are 
truly astonishing in view of its being a 
suburban bank, with offices in such 
communities as Farmingdale, Elmont, 
Levittown, and Rockville Centre— 
all small cities and villages. 

Purely from a business standpoint, 
the bank’s officials realized that the 
expansion of New York stores into 
Nassau County and adjacent Queens 
County would not benefit the bank’s 
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position. Coupled with this was the 
realization that the competitive posi- 
tion of local merchants as against 
these branches was being weakened. 


Charge-account drives 


As population shifted into the 
suburbs, their trading habits were 
anchored to the larger stores which 
had nearby branches, or were lured 
to them by charge-account drives. 
For example, one large store opened a 
branch with a fanfare of establishing 
many thousands of charge accounts, 
almost on a_telephone-book basis. 
This indiscriminate, wholesale offering 
of charge-account privileges was con- 
sidered successful by the management 
because it helped produce volume 
from the opening dey. While the 
credit manager may have shuddered 
at such tactics, the merchandise peo- 
ple were satisfied by the movement of 


goods. 


Estimate of situation 


The Franklin National Bank esti- 
mates that New York stores do some 
$50,006,000-a-year business in Nassau 
County currently. 

The joint-delivery service of New 
York stores delivers 550 packages a 
working day in the city of Freeport 
alone, or a possible $2,000,000 worth 
of merchandise a year. It was on the 
basis of estimates such as this that the 
Franklin Bank appraised the necessity 
for giving local merchants the Charge 
Account Plan as a merchandising tool 
and expected that the potential vol- 
ume would prove sufficient to support 
a profitable department in the bank 
for servicing it. 


The first year 


At the end of 1951, the bank had 
60-odd merchants participating in its 
plan, and about 13,000 residents as its 
customers. As of September this year, 
the number of merchants has reached 
the 800 mark while the accounts num- 
ber 28,000. The bank expects that the 
credit sales for the year will total 
$5,000,000, of which $700,000 will be 
done in December alone. 

An important part in the develop- 
ment of this plan, which was con- 
ceived by the bank’s officials more 
than a year ago, was a similar ar- 
rangement in the winter of 1951 con- 
fined to the fuel-oil field. This was 
the preliminary and test operation 
and resulted in the bank’s financing of 
more than $1,000,000 fuel-oil sales for 
private-home heating. The success of 
this experiment led the bank into the 
broader field of retailing, and it now 
envisions the application of charge- 
account buying to all purchases by 
its customers, such as foods, enter- 
tainment, and even medical and den- 
tal services. 


How it works 


Individuals whose credit has been 
established with the bank would thus 
have only one bill per month to pay 
for all purchases and services ob- 
tained through stores and_ others 
associated with the plan, just as if 
all of it had been bought through one 
store. 

For the individual consumer under 
the plan, there is no essential differ- 
ence between ‘‘charging’’ purchases 
at the member stores and the normal 
charge account at retail stores. The 
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customer presents an identification 
card to the clerk, who telephones the 
bank to verify it and then delivers the 
merchandise, following the signing of 
the sales slip by the customer. The 
customer has thirty days in which to 
pay the monthly bill sent by the bank. 
There is no charge to the customer for 
this service. 

If the customer does not have a 
charge account, the store clerk may 
suggest the opening of one, via the 
bank, and provides the necessary ap- 
plication blanks, very much like the 
ones customarily used by stores. The 
completed form is sent to the bank, 
which immediately checks on the in- 
dividual and then sends the customer 
the necessary charge-account card. 

All the merchant does is send his 
sales slips each day to the bank, which 
immediately credits his account just 
as if the slips were cash. For its 
service, the bank gets 5 per cent of the 
total showing on the sales slip, and 
this is deducted from the amount 
credited to the store. 

On purchases of less than $5.00, 
the bank permits the store to give 
immediate delivery of the merchan- 
dise to the customer, but on purchases 
amounting to $5.00 or more, the store 
must first check with the bank about 
the good standing of the individual 
seeking to make the charge. 


Special department 


The bank’s department for handling 
this credit is set up very much along 
standard store practice. It has the 
latest mechanical equipment and de- 
vices to speed the entering of charges 
and the billing as well as credit in- 
formation on the individual custom- 
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ers. In charge of this operation is a 
man brought in from a store credit 
department, W. J. Grimmond. He is 
responsible to W. J. Boyle, bank vice- 
president, who, together with Arthur 
T. Roth, president, has succeeded in 
making the plan an effective and prac- 
tical one for both stores and cus- 
tomers. 


Legal requirement 


Before the plan could be set up 
properly, the bank engaged in an 
extensive study of the legal require- 
ments. Under present banking laws, 
the assignment, or turning over of 
sales slips to a bank, could not be 
done. And yet the smalier merchant 
was in no position to go to his bank 
and borrow against his receivables as 
do many large stores during the active 
selling seasons. 

This situation was circumvented by 
the bank through an ingenious appli- 
cation of the provision which makes 
“sight drafts’’ out of the sales slips. 
These can be ‘‘discounted”’ by the 
storekeeper. Customers’ bills are 
basically ‘“‘bills of exchange’ al- 
though they have largely lost this 
status in American merchandising 
practice. The customer’s name is 
entered on the sales slip, and under it 
are these words: “In two equal 
monthly installments beginning the 
first day of the month following the 
day hereof, pay to the order of our- 
selves at the Franklin National Bank 
of Franklin Square, Rockville Centre 
office, New York, the total amount 
stated herein.” 

The amount of the credit purchase 
at the member store is shown, and the 
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customer signs at the bottom under 
the following words: ‘‘Accept or reject 
this draft and redeliver within ten 
days from billing date. Retention for 
more than ten days shall be deemed 
to be acceptance.”’ 

On the back, the sales-slip draft is 
endorsed over to the bank by the 
merchant as follows: ‘‘Without re- 
course pay to the order of the Frank- 
lin National Bank of Franklin Square, 
Franklin Square, New York.” 


Cost of plan 


At first, a merchant who joined the 
plan paid only the 5 per cent discount 
on its charge-account sales, but the 
bank now has a $25.00 initial charge 
for new member stores. With some 
800 merchants already tied into the 
plan, the bank’s thinking is along the 
line of intensifying the use of charge 
accounts, making it more popular 
with consumers and more profitable 
for the merchants now members, be- 
fore adding more retail accounts. 


Member-store conditions 


The retailer joining the plan must 
agree that all charge sales be handled 
through the bank. This is in order to 
prevent any store from keeping its top 
choice accounts to itself and turning 
over only the doubtful ones for the 
bank’s handling. This provision also 
serves to keep the amount of credit 
extended to individuals within known 
bounds and limited by their capacity 
as judged by the bank from its central 
records. On the acceptance of a store, 
the bank will take over the store’s 
open active accounts, after ‘‘aging”’ 
and checking them, and will imme- 


diately extend the charge-account 
privileges to them. 

Another point to which the retail 
member must agree with the bank is a 
fair policy for merchandise exchanges, 
returns, and refunds. This is to pro- 
tect the customer and to encourage 
wide use of the charge privilege 
through establishing full confidence 
of the customers in all the merchants 
associated with the plan. 

Stores under the plan are not re- 
quired to maintain their regular bank- 
ing account with Franklin beyond the 
account established to receive credits 
for charge sales, and on which they 
can draw. But as their credit transac- 
tions with the bank grow, many of 
them have permitted their accounts 
to develop into sizable balances and 
are making the Franklin Bank their 
banking connection. A similar situa- 
tion is working out with respect to 
individual customers, so that personal 
checking, savings, and personal-loan 
accounts at the bank are constantly 
growing. 


Identification of member stores 


Member stores receive decalcoma- 
nias, which state ‘Franklin National 
Bank Charge Account,’’ the 
words ‘‘Charge Account” are in large 
letters. This identification is carried 
further in all promotional material 
issued by the store, at its own dis- 
cretion, and frequently appears in 
newspaper advertising and mailing 
pieces. 

Initially, the bank placed large 
newspaper advertisements announc- 
ing the plan and listed many of the 
member stores. The copy invited 

(Continued on page 139) 
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Are Retail Stores Inviting Regulation?! 


T. Dart Ellsworth 
Assisted by 
Evelyn Dawn Fraser 


Chaotic conditions 


Retail-store practices for handling 
anticipatory discounts generally re- 
flect a lack of understanding of the 
fundamental nature of anticipation 
and a callous disregard for good 
vendor relations. In effect, the stores 
extend an open invitation to some 
government agency to regulate their 
methods of taking anticipation each 
day the present chaotic conditions 
are permitted to exist. 

For instance, we asked a number of 
leading stores throughout the country 
in a recent survey how they would 
handle the anticipatory discount in a 
given situation.?. Their individual 
solutions emphasized the nature and 
extent of the differences in their prac- 
tices for handling such aspects of antic- 
ipationas: figuring inclusive datesofan- 
ticipation, computing dollar amounts 
of anticipation, setting practical lim- 
its on invoices to anticipate, and 
lines of merchandise on which to 
take anticipation. 


Purpose of survey 


The purpose of the survey was 


1 This article is based on a survey of anticipatory- 
discount practices made by a committee of graduate 
students under the supervision of the author. The 
students made the survey as a part of their regular 
training in retail research at New York University 
School of Retailing. Committee members included: 
John C. Hood, Keiji Kawakami, Irma Kop, Mortimer 
Kossowsky, Eva R. Lauter, Gabriel E. Lavoie, Frank J. 
Lee, Jr., Chairman, and Beulah E. Little. Professor 
Elmer O. Schaller contributed many valuable sugges- 
tions and worked closely with the committee in the 
conduct of the survey. 

2 See page 118 for detailed description of situation. 
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to determine current anticipatory- 
discount practices among retailers 
throughout the United States. We 
wanted to learn firsthand: if these 
retailers did or did not take anticipa- 
tion for early payment of invoices, 
the bases they used to compute dollar 
amounts of anticipation, and ° the 
reasons for their attitudes and prac- 
tices relating to anticipation. 


Conduct of survey 


Questionnaires were mailed in dupli- 
cate on April 1, 1952, to 300 of the 
country’s leading and largest retail 
stores. Of the 130 answers received to 
the questionnaire, 125 were tabulated. 
The response from the stores with 
annual sales of $10 million and over 
deserves special mention. Question- 
naires were sent to 135 stores in this 
category. Replies were received from 
64 per cent of them. 


Stores’ annual sales 


The 125 usable questionnaires were 
first analyzed according to the annual 
sales volumes of the respondent stores 
(Table 1). The middle three categories 
of stores have almost equal representa- 
tion in the sample. 


Invoices anticipated 


The $50 million and over stores 
comprise the only group having a 
uniform policy for taking anticipation 
on invoices (Table Ik). As a group, 
they anticipate all invoices Except 
When Expressly Denied. With the 
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single exception of the under $5 mil- 
lion stores, this same policy prevails 
among a majority of the stores in 
each of the other groups. The under 
$5 million stores tend to favor a 
policy of anticipating only those in- 
voices Expressly Permitting Antictpa- 
tion. One in ten of all stores never 
takes anticipation. 

Among the reasons cited by in- 
dividual stores for not taking antici- 
pation were the following: 

Group I Store: ‘For no good reason 
except that it has never been done— 
your survey will be very helpful to 

Group II Store: ‘‘We on the West 
Coast are not in a position to take 


anticipation to the same extent that 
Eastern retailers do because of time 
lost in mail transit. Ten-day invoices 
must have special handling in order 
to pay within discount terms.” 

Group II Store: ‘‘We anticipate only 
when resource requests payment prior 
to the date that the invoice is due 
according to the terms of our pur- 
chase order.” 

Group III Store: ‘‘The additional 
discount earned by anticipation would 
not repay us for our own interest 
cost on the borrowed money and the 
additional bookkeeping, correspond- 
ence, etc., it would involve.” 

Group III Store: ‘‘More expedient 
to use funds for other purchases.” 


TABLE 
OUR STORE HAS ANNUAL SALES OF ABOUT 


Annual Sales 
(Millions of Dollars) 


5 and under 10 (Group II).......... 
10 and under 20 (Group III). ....... 
20 and under 50 (Group IV)........ 
50 and over (Group V)............. 


Number Per Cent 
12 9 
30 24 
32 27 
33 
18 13 
ery 125 100 


TABLE II* 
WE TAKE ANTICIPATION ON ALL INVOICES 


Annual Sales Without 
(Millsons of Doliars) Exception 
| | 
10 and under 20............. 3 
20 and under 50............. — 
SO and over................. 
2 


Expressly Except When 

Permitting Anticipation Never Take 
Anticipation Expressly Denied Anticipation 

50 34 8 

23 67 10 

9 72 16 

12 79 9 

16 72 10 


* Figures in this and all subsequent tables, unless otherwise noted, are expressed as percentages of total stores of the 


Annual Sales’ group to which they relate. 
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time. Initially, we plan to anticipate 
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Group III Store: ‘‘We take anticipa- 
tion whenever our financial position 


permits.”’ 
Group III Store: ‘‘Management 
decision in past never to anticipate = S23ss 


invoices. However, we are in process 
of starting to anticipate at present 


all invoices at 6 per cent on all lines 
of merchandise.” 

Group IV Store: ‘‘A retail home- 
furnishings store—we do not take an- 
ticipatory discounts on these items.” 

Group IV Store: ‘‘\WWe never antici- 
pate invoices to enable us to maintain 
the best possible relationships with 


our vendors.”’ 


Small Wares 


Notions, and 
Totlet Goods 


Lines of merchandise 


A majority of the stores take antici- 
pation on invoices covering All Lines 
of merchandise. Again the policy of 
the larger stores appears to differ 
appreciably from that of the smaller 
stores. For example, the larger the 
store, the more likely it is to have a 
policy of anticipating invoices cover- 
ing All Lines of merchandise. The 
stores, individually and collectively, 
are less likely to anticipate invoices 
for Small Wares, Notions, and Toilet 
Goods and for Home Furnishing lines. 

Store comments explain why their 
anticipatory-discount policies vary for 
different lines of merchandise. For 
example, a Group II store stated that 
it based its policy, ‘‘not on lines at all, 
but by individual companies only.” 

The reason for so few of the stores 
anticipating payment of home-fur- 
nishings invoices is suggested by a 
Group III store, specializing in this 
field of merchandise. This store sum- 
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TABLE IIIf 


WE TAKE ANTICIPATION ON INVOICES COVERING THESE LINES OF MERCHANDISE 
Piece Goods 
and 
Domestics 
25 
23 
25 
24 


ys 
g and 


Furnishings 


Men's and Boys’ 


Clothin 


Home 
Furnishings 
17 
7 
13 
12 


Dollars) 


Annual Sales 
(Millions of 
Under 5.... 


Sand under 10.... 
10 and under 20........ 
20 and under 50........ 


| 


11 
23 


11 
19 


t Figures in this table, and all subsequent tables similarly identified, do not total 100 per cent since some stores gave more than one answer. 


50 and over......... 
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| 

| || 

| 

| 


marized its position with, ‘Due to 
the fact that most of our resources are 
in the home-furnishings industry, the 
anticipation discounts are negligible. 
The practice of this industry in recent 
vears has been expressly to deny 
anticipation.” 


Limitations on anticipation 


The stores place a number of limita- 
tions on the invoices anticipated. For 
instance, half of the stores anticipate 
invoices regardless of the number of 
days of anticipation involved (Table 
IV). The remaining stores have 
established a limitation that the 
anticipation period must involve a 
certain minimum number of days. 
The period ranges from 3 to 15 days, 
with a 10-day period having the wid- 
est acceptance among the stores. 
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Half of the stores also anticipate 
invoices regardless of their dollar 
amount (Table V). Again, the other 
half of the stores have set definite 
standards on which to base decisions 
for taking anticipation. The first of 
these requirements is that the dollar 
amount of the invoice equal, or ex- 
ceed, some arbitrary dollar figure. 
This amount ranges from $10 to 
$200, with the stores showing no 
decided preference for any single dol- 
lar amount. 

A few of the respondent stores 
(12 per cent) use a second type of 
standard to determine whether or 
not to anticipate an invoice. Under 
this plan, a store specifies a figure that 
the dollar amount of anticipation 
must equal or exceed before it will be 
taken. The minimum dollar amounts 


TABLE IV* 
WE TAKE ANTICIPATION ON INVOICES 


Only if Number of Days of 


Regardless of Anticipation Involved Total 
Annual Sales Number of Days of at Least 
(Millions of of Anticipation No 
Dollars) Involved 2 4 5 6 7 10 15 Answer 
66 - — 17 — 17 
Sand under 10.......... 57 3 7 —- —- 20 — 13 
10 and under 20......... 34 9 — 13 3 3. 49 3 16 
20 and under 50......... 52 3 0— 3 3 — 12 — 27 
61 22 5 6—- — 6 — — 
50 7 2 6 2 1 15 1 16 
TABLE \* 
WE TAKE ANTICIPATION ON INVOICES 
Only if Dollar Value of 
Annual Sales Regardless of Invoice Equals or 
(Millions of Dollar Value Exceeds Other** No 
Dollars) of Invoice $10 $50 $100 200 Bases Answer 
Sandunder10......... 54 7 3 3 — 3 16 14 
10 and under 20......... 50 6 9 3 13 = 6 13 
20 and under 50........ 40 — 6 3 9 3 18 21 
SO and Gver.. 39 6 > 11 17 11 
50 4 6 4 8 2 12 14 


** Includes those stores anticipating invoices only if dollar amount of anticipation exceeds 5 cents or more. 
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set by the stores employing this device 
vary from 5 cents to 50 cents, with 
10 cents being the most popular basis 
of limitation. 

The stores tend to combine two or 
more of these limiting factors in 
setting standards for anticipating in- 
voices. For instance, one store antici- 
pates an invoice (1) only if there are 
at least five days of anticipation in- 
volved and (2) only if the invoice 
amounts to $100 or more. A second 
store’s standards are (1) at least ten 
days of anticipation involved and 
(2) regardless of dollar amount of 
invoice. A third store’s basis for tak- 
ing anticipation are (1) regardless of 
number of days of anticipation in- 
volved and (2) only if anticipation 
amounts to 20 cents or more. How- 
ever, the combination of factors used 
by a majority of the very large stores 
and many of the smaller ones is that 
of anticipating invoices regardless of 
(1) number of days of anticipation 
involved and (2) dollar amount of 
the invoice. 

The stores offer varied explanations 
for limiting the invoices anticipated. 
Among them are: 

Group I Store: “. . . on small in- 
voices, our auditors have  ascer- 
tained that extra handling of antici- 
pation is more costly than amount 
...” 

Group I Store: ‘‘We anticipate only 
once a month when we prepay E.O.M. 
invoices—usually about 12 days an- 
ticipation.”’ 

Group I Store: ‘‘We pay special 
dating invoices every five days. In 
figuring anticipation on an invoice we 
compute anticipation discount to our 
next pay date.” 
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Group II Store: ‘‘We follow in gen- 
eral the rules set down by the vendor 
as stated on his invoice except where a 
special arrangement of terms are 
made by our Department Manager.” 

Group IV Store: ‘‘Only if there are 
at least 10 days of anticipation in- 
volved on End-of-Month bills.” 

Group IV Store: “Only if there 
is at least 10 cents in anticipation 
on all merchandise except ready-to- 
wear where least amount taken is 
4 cents.” 

Group V Store: ‘‘We take anticipa- 
tion regardless of number of days of 
anticipation involved, provided dollar 
amount of anticipation justifies cal- 
culation—about 20 cents per invoice 
or more.”’ 


Rate of anticipation 


The stores generally agree that 
anticipation should be computed at 
the annual rate of 6 per cent (Table 
VI). Over 90 per cent of All stores, 
and 100 per cent of those in the largest 
category, figure anticipation on this 
basis. Only 10 per cent of the stores 
take anticipation at 3 per cent per 
annum. An explanation for the rela- 
tively small number of stores in the 
latter category is suggested by the 
comment of a Group III store: ‘‘We 
could take more anticipation at 3 per 
cent but do not consider it worth- 
while; also not worthwhile to compute 
under fifty cents.” 

Usually, the reasons cited by the 
stores for figuring anticipation at an 
annual rate of less than 6 per cent 
centered about the idea that such ac- 
tion had been dictated by the vendors. 
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TABLE VI* 
WHEN WE TAKE ANTICIPATION, IT IS USUALLY AT ANNUAL RATE OF 
Annual Sales No 
(Millions of Dollars) 3 Per Cent 6 Per Cent Other Answer 

17 75 8 8 
9 97 3 3 
9 88 3 12 


TABLE VII* 
IN THE SITUATION GIVEN, WE WOULD TAKE ANTICIPATION FROM DATE OF 
Annual Sales Receipt of Receipt of Payment of 
(Millions of Invoice Invoice Merchandise Invoice No 
Dollars) (April 1) (April 3) (April 4) (A pril 6) Other Answer 
16 8 8 43 25 
5and under 10...... 10 7 — 66 7 10 
10 and under 20...... 9 od 6 53 13 19 
20 and under 50...... 12 3 — 70 3 12 
SO and over......... 16 6 72 6 
12 3 3 62 7 13 


Earnings from anticipation 


Only 61 stores submitted figures on 
their earnings resulting from antici- 
pating invoices. The number report- 
ing earnings as a per cent of Purchases 
at Cost was more than double the 
number reporting earnings as a per 
cent of Net Sales. A few stores re- 
ported both percentage figures. Thus, 
while the data was adequate to arrive 
at an average (median) figure for 
All Stores, it was inadequate to pro- 
vide a basis for breakdown by store- 
volume group. 

The stores earn widely varying 
amounts from anticipating the pay- 
ment of invoices (Table IX). On the 
average, their earnings approximate 
.10 per cent of Purchases at Cost and 
.07 per cent of Net Sales. One store re- 
ported earnings as little as .01 per cent 
of Purchases at Cost and a second 


store, .02 per cent of .Vet Sales. At the 
other extreme, the largest earnings 
reported were .27 per cent of Purchases 
at Cost by one store, and .16 per cent of 
Net Sales by a second. Thus, the 
maximum spread anticipatory- 
discount earnings reported by any 
two stores was (a) .26 per cent when 
based on Purchases at Cost and (b) 
.14 per cent on Net Sales. These maxi- 
mum spreads are considerably greater 
than the Range of Common Experience® 
earnings figures shown in Table IX. 
Translating these percentage-earn- 
ings figures into the more practical 
terms of dollars and cents, the average 
store earned through anticipation 
$1,000 per each $1,000,000 worth of 
its Purchases at Cost or $700 per each 
$1,000,000 worth of its Vet Sales. 


3 The earnings percentages of the middle half of the 
stores when their figures are arranged in order of size. 
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A number of stores explained why 
and how they take anticipation. 
Among their explanations were: 

Group I Store: ‘Excellent! Realize 
enough to pay for salary expenses of 
accounts payable department.”’ 

Group II Store: ‘‘We believe that 
during 1951 we lost nearly as much 
anticipation as we obtained because 
of paper work delays in Receiving and 
Accounts Payable. We believe that 
the hiring of one additional invoice 
clerk in 1952 will result in a small but 
detectable net betterment in the dol- 
lar situation and a larger improve- 
ment in the speed of our opera- 
tion... .” (This store reported an- 
ticipatory-discount earnings of .05 
per cent of Net Sales.) 

Group IV Store: ‘‘Anticipation ac- 
counting for quite a bit of additional 
income to our firm annually, we are 
constantly striving to increase the 
number of vendors who will allow us 
to anticipate, thru the following 
media: 


1. Personal letters to vendors re- 
questing refunds of anticipation 
taken away from us. 

2. Printed form attached to all 
checks not mailed until the due 
dates. 

3. Buyers urging vendors to allow 
anticipation. 


“We anticipate all invoices received 
from new accounts until such time as 
a refund is requested. We then urge 
the vendor to allow us to anticipate, 
and we also have our buyers contact 
the vendor.”” (Anticipatory-discount 
earnings of .113 per cent of Purchases 
at Cost.) 

Group IV Store: ‘‘Our anticipation 
is figured in with regular discount by 
using a scale. Anticipation figures not 
kept separately so actual value un- 
known. The use of the combination 
regular-anticipation discount table has 
resulted in good savings.” 

Group V Store: ‘Anticipation is 
always shown as a separate entry on 


TABLE VIII* 
IN THE SITUATION GIVEN, WE WOULD TAKE ANTICIPATION TO 
° Discount End of Net 
Annual Sales Due Date Period No 
(Millions of Dollars) (April 11) (May 1) Other Answer 
TABLE IX* 


OUR ANNUAL EARNINGS RESULTING FROM ANTICIPATION AMOUNT TO 


Asa Per Cent of Purchases Asa Per Cent of 
atCost Net Sales 
Annual Sales Range of | Rangeof 
(Millions of Dollars) Average Common Experience Average Common Experience 
10 .07 to .16 .07 .04 to .10 
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| 


118 JOURNAL OF RETAILING 


Remittance Statement in order to 
avoid confusion with cash discount. 

“After computing anticipation, de- 
duction is‘made regardless of amount 
as work of computation has already 
been done.” 

Group V Store: ‘‘Assuming 1.7 cents 
per day per $100.00 anticipation, cleri- 
cal ‘roughly’ approximates amount 
of anticipation. If it appears that 
anticipation is in excess of twenty 
cents, the invoice is prepaid; 7.e., paid 
prior to performing any checking 
functions which usually precede pay- 
ment of non-anticipation invoices. 
We assume that such prepayment 
under our present accounting system 
costs about twenty cents per check 
issued. Invoices not prepaid but 
which are subject to anticipation after 
being set up for payment in the regu- 
lar payment procedure, are antici- 
pated, if such anticipation amounts 


to five cents or more (estimated cost 
of making calculation and extra post- 
ings).”’ 

Group V Store: ‘31 per cent of in- 
voices are anticipated. .23 per cent 
of rate of anticipation earned on in- 
voices anticipated.”’ 


Stores figure discount period 


The stores were given the situation: 
(a) date of invoice, April 1; (6) terms, 
2/10 net 30; (c) invoice received at 
store April 3; (d) merchandise re- 
ceived at store April 4; (e) invoice 
paid, April 6. The stores were then 
asked to indicate the specific dates 
they would use in computing the dis- 
count period. Their answers are sum- 
marized in Tables VIII and IX. A 
graphic presentation of the data is 
depicted in Chart I. Each date in the 
given situation is shown and identi- 


fied. 


I 


Period of Payment—30 days 


Cash Discount 
Period 
10 days 
Date of Date of Date of Discount End of 
Date of Receipt of Receipt of Payment of Due Net 
Invoice Invoice Merchandise Invoice Date Period 
| | ‘| 
April 1 April 3 April 4 April 6 April 11 May 1 


Period of Anticipation—5 days 
(practice of 50 per cent of stores) 
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Beginning date 

The stores’ varied practices for 
handling anticipation are brought out 
sharply by their solutions to the given 
situation. For instance, a majority 
of them would take anticipation from 
date of Payment of Invoice (April 6). 
The remainder, however, would begin 
the anticipation period from the date 
of either the Invoice (April 1), or the 
Receipt of Invoice (April 3), or the 
Receipt of Merchandise (April 4), thus 
adding from two to five days of antici- 
pation to the total taken by the major- 
ity of the stores (Table VIIT). 


Ending date 


While a majority of the stores 
would take anticipation to the Dis- 
count Due Date (April 11), a sizable 
number would extend the anticipa- 
tory-discount period to the End of Net 
Period (May 1) (Table IX). In this 
instance the stores in a minority 
would add 20 days of anticipation to 
that taken by a majority of the stores. 

In practice, however, only half of 
the stores would actually figure the 
period of anticipation from the Date 
of Invoice (April 6) to the Discount 
Due Date (April 11)—a total of five 
days of anticipation. The remaining 
half of the stores favor a number of 
combinations of dates for computing 
the anticipatory-discount period. The 
common combinations of dates sug- 
gested by the latter stores include: 
(1) from Date of Invoice to Discount 
Due Date (10 days), (2) from Date of 
Receipt of Invoice to Discount Due Date 
(8 days), (3) from Date of Receipt of 
Merchandise to Discount Due Date 
(7 days), (4) from Date of Receipt of 
Merchandise to End of Net Period (27 
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days), and (5) from Date of Payment of 
Invoice to End of Net Period (25 days). 
Based on these practices, then, in- 
dividual stores would take from a 
minimum of 5 to a maximum of 27 
days of anticipation. 

Stores had the following comments 
to make about their practices govern- 
ing anticipation: 

Group I Store: ‘‘If we pay the in- 
voice under the 2/10 terms, anticipa- 
tion is figured to the discount date. 
If we pay on the net 30, anticipation 
is based on the net period.”’ (This 
store computes anticipation from date 
of payment of invoice.) 

Group II Store: ‘‘. . . usually only 
E.O.M. bills assumed to allow an- 
ticipation.” 

Group II Store: ‘‘. . . we take it 
from date of payment of invoice to 
the discount due date, less the number 
of days it takes the invoice to arrive 
at its destination.” 

Group II Store: ‘‘We anticipate only 
E.O.M. or bills with 60x, 30x, etc.” 

Group III Store: ‘‘We would take 
anticipation from the date of the in- 
voice under F.O.B. Factory Terms or 
date of receipt of merchandise under 
F.O.B. Store Terms to discount due 
date.” 

Group III Store: ‘‘We would take 
2/10 only if paid within the 10-day 
period. If paid after due date, we 
would take anticipation from date of 
payment to end of the net period, 
April 30.” 

Group IV Store: ‘‘We would take 
anticipation from date of payment of 
invoice to discount due date, less one 

Group IV Store: ‘‘It has been our 
practice to compute due date of an 
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invoice from the date of the invoice 
and not from the time same was re- 
ceived.” 

Group V Store: ‘The base date from 
which anticipation is calculated varies 
with the vendor’s terms; 7.e., Date of 
Invoice, Receipt of Merchandise.” 

Group V Store: ‘‘We would take 
anticipation from date of invoice pay- 
ment to discount due date, less 2 days 
mailing term not including weekends, 
4 days if weekend, since we assume 
weekend will increase mailing time.” 


Toward better understanding 


The stores had many suggestions 
to offer in response to a request for 
ideas that might prove helpful in 
creating among them a better un- 
derstanding of anticipatory-discount 
practices. Their comments dealt with 
such aspects of anticipation as: (1) its 
nature, (2) the need for uniform 
practices, (3) the danger of overly 
aggressive methods to good vendor 
relations, (4) proposed standard prac- 
tices, (5) trends. Specific quotations 
of the stores included: 

Group II Store: ‘On an individual 
basis, it is important to keep in 
mind that unallowable income taken 
(t.e., when rejected by manufacturer) 
causes more expense in additional 
paper work than the original realiza- 
ble income is worth. The practice of 
anticipating is delicate and while 
every effort should be made to capi- 
talize on it, no excessive pressure is 
advisable to gain the last penny.”’ 

Group IT Store: ‘The number of our 
vendors who are willing to allow an- 
ticipation discounts has decreased sub- 
stantially over the past ten years.” 


Group III Store: ‘‘We anticipate 
bills on which we receive additional 
discount as a result of anticipation or 
on bills on which discount might be 
lost.” 

Group III Store: ‘‘It would appear 
that a clear understanding of the 
nature of anticipation should result 
in less confusion.”’ 

Group IV Store: ‘‘We periodically 
send notices to our divisional man- 
agers and buyers explaining how im- 
portant it is to strive for extra days 
of anticipation. Invoices are arriving 
10 to 15 days after the actual date of 
invoices. A printed form has been 
made to send along with remittance 
explaining that we are changing in- 
voice to date it arrived. This some- 
times warrants an extra 30 days 
anticipation; for example, invoice 
dated April 24, 1952, due May 10, 
1952, invoice received April 28, 29, 30, 
etc. We consider this invoice due 
June 10, 1952, and anticipate accord- 
ingly.” 

Group IV Store: “Our plan for the 
future is to anticipate wherever possi- 
ble.” 

Group IV Store: ‘‘Please send a copy 
of your report on findings regarding 
anticipation discounts.” 

Group IV Store: ‘Retailer should 
allow at least one day for mailing. 
Anticipation should be taken after 
invoice is reduced by regular discount. 
We show on our purchase order: 
‘Please indicate on your invoice if 
anticipation at 6 per cent is permissi- 
ble.’ Vendors would simplify the 
process and save much correspondence 
if they would all mark their invoices 
‘ves’ or ‘no’ as to anticipation.” 

Group V Store: ‘’. . . for example, 
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2/10/60x is not clearly understood. 
Does it mean we can take anticipation 
for sixty-five days if we pay the bill 
within five days?” 


Roots of confusion and controversy 


The anticipation practices of the 
stores reflect the complex nature of 
the general problem and its setting. 
Many of the complicating factors are 
inherent in the number and diversity 
of the trades and institutions con- 
cerned in the process. Others are due 
to the great time differentials involved 
in communications and _ transporta- 
tion between the individual stores and 
their resources. The picture is further 
complicated because of the extreme 
sensitivity of the retail and wholesale 
markets to economic conditions, re- 
sulting in a severe clash of interests 
between the stores and vendors. 


A bargaining factor 


The unwillingness of the stores, col- 
lectively or individually, to relinquish 
anticipation as a bargaining point in 
their vendor negotiations has un- 
doubtedly intensified the store-vendor 
controversy. The attitude of the 
stores has certainly tended to retard 
any general agreement among them- 
selves for handling anticipation. It 
probably accounts, to a great extent, 
for each store having developed prac- 
tices vielding the greatest possible 
advantage in taking anticipation. 


Anticipation as earnings 


There are many diverse opinions of 
the nature of anticipation. For in- 
stance, the authors of a widely used 
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textbook in the field of merchandis- 
ing‘ define anticipation as: ‘‘An extra 
discount commonly allowed by ven- 
dors when a bill is paid before expira- 
tion of the cash discount period.’’ The 
authors go on to say: “Anticipation is 
usually figured at the rate of 6 per cent 
per annum. However, some vendors 
specifically state on their invoices that 
no anticipation is allowed, and in such 
cases, there is no advantage in pre- 
paying the bill.’’ They add in a foot- 
note: ‘‘Anticipation does not refer, as 
some believe, to paying a bill after the 
final due date.’’ They bracket an- 
ticipation with cash discounts earned. 

A number of the stores also think of 
anticipation in this positive sense of 
earnings. For example, a Group III 
store advances this idea with the com- 
ment: “Anticipation as I see it, is a 
premium earned for the use of money 
paid prior to the date that it is 
due ....’’ A Group IV store sup- 
ports this viewpoint with: “. . . an- 
ticipation is extra income for the 
store. We cannot afford to pass this 
source by the board. We continually 
strive to obtain additional income in 
this manner. There is a constant 
campaign to get our vendors to agree 
to anticipatory discounts.” 


Anticipation as savings 


To the contrary, other stores think 
of anticipation in the negative sense 
of savings. A Group I store sum- 
marizes the attitude of these stores 
very nicely in commenting: ‘‘Many 
retailers are still behind the times in 

4 Wingate, Schaller, and Goldenthal, Problems In 


Retail Merchandising (3d ed.; New York: Prentice- 
Hall, Inc., 1944), p. 28. 
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noting savings that can be effected 
in anticipating.” The general ap- 
proach taken by these particular 
stores to the problem of handling 
anticipatory discounts seems inherent 
in the concept of anticipation as 
savings. 


Anticipation as accommodation 


Some of the stores think of anticipa- 
tion in an entirely different sense. 
They are concerned with the role of 
the vendor in the process. For in- 
stance, a Group I store advances this 
idea with the comment: ‘‘We seldom 
take anticipation because few of our 
vendors have stated anticipation al- 
lowances, when permitted. In order 
to oblige a good resource, we will upon 
occasion anticipate payment of an 
invoice without deduction (other than 
regular discount) for such anticipa- 
tion... .’’ A Group II store adds: 
“The number of our vendors who are 
willing to allow anticipation discounts 
has decreased substantially over the 
past ten years.’’ A second Group II 
store has this to say: ‘‘We anticipate 
only when resource requests payment 
prior to the date that the invoice is due 


according to the terms of our pur-— 


chase order.” 

Here are three distinct ideas held by 
stores about the nature of anticipa- 
tion: (1) stores earn anticipation, 
(2) stores save anticipation, and (3) 
anticipation is an accommodation 
to the vendor. Each influences the 
practices of its sponsors in taking 
anticipation. But does any one of the 
ideas alone explain the true nature of 
anticipation? Or is it possible that a 


truer explanation might result from a 
synthesis of two or all of them? 


The anticipation process 


For example, here is a step-by-step 
analysis of the process of anticipation. 
A retail store establishes credit with a 
vendor and places an order for mer- 
chandise. At the time of purchase, the 
store and vendor agree to ‘“‘terms’’ or 
conditions of rule. Among other 
things, the ‘“‘terms”’ include the time 
allowed the store for payment. The 
vendor invoices the store for the items 


purchased. 


Store motivation 


Having excess funds available, the 
store may decide to pay the invoice 
before the expiration of the agreed 


time for payment. This action may 


be taken either at the request of the 
vendor or solely upon its own initia- 
tive. Typical reasons motivating the 
store in this decision are: (1) a willing- 
ness to accommodate a good resource, 
(2) a desire to establish a reputation 
in the market for prompt payment, 
and (3) an urge to make productive 
use of idle funds. 

If motivated by the third reason, 
the store may assume that early 
payment, in effect, constitutes a loan 
to the vendor for the unexpired part 
of the agreed time for payment. 
Based on this assumption, the store 
may reduce its remittance by an 
amount equivalent to the interest the 
money owed the vendor would earn 
if invested at, usually, 6 per cent per 
annum for the unexpired time. Put 

(Continued on page 141) 
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Personnel Selection—A Viewpoint 


and a Method 


Hilton N. Wasserman 
George Fry and Associates 


Labor turnover costly 


As a nation, we have gone a long 
way in developing our natural re- 
sources—coal, oil, metals, and min- 
erals. We have had an industrial 
revolution and have seen industry 
grow to mammoth size. We have 
entered an atomic age which holds 
answers to endless problems that we 
shall encounter in the future. And 
when we gain the perspective that 
time alone can provide us, we will see 
many common denominators in our 
great technological growth. Not the 
least of these will undoubtedly be man 
himself. In other words, we must look 
upon the human element as one of our 
greatest natural resources. This seems 
elementary and obvious. Yet there 
are too many organizations today that 
still do not have any formal method 
or plan for the systematic evaluation 
and development of their personnel. 
As a result, morale is poor, turnover is 
high, and the cost to the nation each 
year in terms of lost production is be- 
yond reckoning. 

Let us take a brief look at the 1950 
Handbook of Labor Statistics. In 1950 
there were approximately 45,000,000 
men and women employed in non- 
agricultural pursuits throughout the 
nation. Of these approximately one 
third, or 15,000,000, were employed 
in manufacturing industries. The 
monthly total rate of turnover in the 
manufacturing industries ranged from 
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a low of 2.8 per 100 employees in 
April 1950 to a high of 4.9 in Septem- 
ber, with an average turnover rate 
for the year of 3.5 per 100 employees 
per month. In other words, in the 
manufacturing industries alone that 
year there were, on the average, 
525,000 job separations each month, 
or 6,300,000 for the year. To convert 
this figure into dollars and cents, we 
can conservatively estimate that, on 
the average, each separation cost $300. 
Thus, labor turnover in the manufac- 
turing industries alone in 1950 cost 
$157,500,000 each month, or $1,890,- 
000,000 for the year. 

It is one thing to look at these 
rather staggering figures and be prop- 
erly impressed by them; it is another 
thing to determine the “‘why”’ behind 
them. These are the vital questions: 
What is the cause of this labor turn- 
over? What can be done about it? 


Changed relationships 


In the past, a great deal of emphasis 
has been given to the physical aspects 
of the situation: the operations in- 
volved in the job itself, working con- 
ditions, hours, and pay. Indeed, these 
are important factors, and industrial 
progress has been advanced by giving 
attention to them. However, we are 
now entering, or have already entered, 
a phase in our industrial development 
that requires tremendous emphasis 
upon the individual. It may appear 


| 


to some that this is a regression rather 
than an advancement. At the very 
beginning of our industrial develop- 
ment, when there was a highly per- 
sonalized relationship between boss 
and worker, many problems were re- 
solved on an individual basis. 

Today, however, an entirely differ- 
ent kind of emphasis upon the in- 
dividual is needed. It is no longer a 
one-way process of finding a particu- 
lar person to fit a specific job, nor is 
it simply a matter of fitting the job 
to the person. What is required today 
is a two-way process: we must gain 
complete understanding of the in- 
dividual—his assets and shortcomings 
both from the point of view of ability 
(present and future) and personality. 
We must also gain complete under- 
standing of the job, not only in terms 
of the physical factors mentioned 
above and such techniques as present- 
day job evaluation, but also in terms 
of the relatively new field of human 
engineering.' 


Important personnel areas 


From a personnel point of view, 
three areas—ability, training, and 
personality—play an important role 


1 Human engineering is a field that concerns itself 
with engineering problems specifically in terms of 
human propensities and limitations. 
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in turnover and general productive 
efficiency. Let us note how each area 
affects morale and the individual’s 
motivation and general attitudes to- 
ward the company, the job, and the 
people with and for whom he works. 
Ability. Poor morale and conse- 
quent labor turnover may be caused 
by the individual having either too 
much or too little ability. And here 
we are talking about not only specific 
skills but also the kind of general 
ability subsumed under the label of 
intelligence. There are many possi- 
bilities here, but the three major 


combinations found in industry are — 


depicted by the figures shown below, 
where the solid-line circle represents 
the individual and the broken-line 
circle represents the job and its vari- 
ous requirements. 

In Figure 1 the individual’s present 
ability is well below the level required 
for the job. This situation is fre- 
quently encountered in industry, and 
it represents an immediate morale 
problem. It is often resolved either 
by the individual quitting the job or 
being fired. The latter course of ac- 
tion is the most frequent. Here we 
have a trouble spot that is all the 
more important because it is avoida- 
ble. Assuming job-analysis data is 
available to indicate the specific skill 
requirements of the job, many sources 


Figure 4 


Figure 3 
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of information could be utilized to 
determine how the individual's abili- 
ties compare with the job skills re- 
quired. The application form is rich 
with such data, especially that part 
dealing with work history. Reference 
checks and trade and work sample 
tests also provide extremely rich 
sources of such information. 

A point to be emphasized about 
the situation depicted by Figure 1 is 
that it can be corrected by adequate 
training. The lack of specific skill 
requirements, tangible and_ intangi- 
ble, e.g., ability to run a lathe or 
supervisory ability, can be overcome 
through proper training. Thus, a 
potential morale-lowering — situation 
can be turned into a morale booster. 

It must be remembered that under 
the category of ability is included in- 
tellectual ability, and it should be 
made clear quickly that it is not al- 
ways the most intelligent individual 
who is the best qualified for any one 
job. One of the most efficient ways of 
ensuring low morale and high turn- 
over is to choose only the most in- 
telligent applicants for simple, routine, 
repetitive, monotonous jobs. In each 
job it is the optimum, not the maxi- 
mum, intelligence that is most de- 
sirable. Of course, the higher we go 
on the technical and executive levels, 
the closer the optimum approaches 
the maximum. 

Another situation frequently found 
in industry is shown in Figure 2. Here 
the individual is performing a job 
that affords him-only a minor chal- 
lenge. It requires little initiative or 
ingenuity on his part, and indifference 
and low morale naturally result. Often 
individuals in this situation are old- 
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time employees—the so-called ‘‘old 
faithfuls."". The more aggressive in- 
dividuals will not stay long on such a 
job; they quit or make sure they are 
either transferred or promoted. The 
less aggressive and often more in- 
secure continue unhappily in the job. 
It is not uncommon to find individuals 
of superior intelligence performing 
menial jobs. This is simply a case of 
hidden or unknown resources, re- 
sources which are of even greater 
value because they are immediately 
available and may be had for the 
asking if only their presence would be 
We have encountered 
this situation innumerable times in 
our personnel evaluation work. Man- 
agement should spare no effort in 
seeking out these hidden assets. 

A theoretically possible, but sta- 
tistically infrequent, situation is that 
depicted by Figure 3. Here there is a 
perfect correlation between the re- 
quirements of the job and the capabil- 
ities of the individual. Although it 
represents a relatively healthy state 
of affairs, it is less desirable than that 
shown in Figure 4. The latter situa- 
tion is most frequently the one to 
strive for; in many respects it is the 
ideal. The conditions are such that 
the requirements of the job are some- 
what greater than the present abilities 
of the individual but within the range 
of his potential. It provides leeway 
for his further training; it makes for a 
challenging and interesting job en- 
vironment; it allows for success, 
achievement, progress, and fosters 
positive attitudes, high morale, and 
low turnover. 

Training. The preceding discus- 
sion has stressed the importance of 
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this factor to high morale and low 
turnover. No matter how efficient 
and effective a company’s selection 
and placement procedures are, in- 
adequate training will serve to nullify 
them. Training is too often hap- 
hazard and unsystematic; the ‘‘sink- 
or-swim”’ method still enjoys wide 
popularity. Even in those instances 
when the importance of formal train- 
ing 7s recognized, it is still approached 
in an informal manner. For example, 
the best worker is often chosen to 
train new employees. It is assumed 
that since he is the most effective on 
the job, he will be the most effective 
in communicating or transferring his 
skill to others. 

The efficacy of this trend of thought 
is not borne out by the facts. Train- 
ing, or teaching, is both a science and 
an art. It consists of guiding another 
person's learning processes. It must 
be systematic, with a definite step- 
wise progression. It must be scientific; 
that is, it must be administered ac- 
cording to scientifically determined 
laws of learning. Since it is an art to 
apply scientific principles in unpre- 
dictable, everyday situations, the in- 
structor must possess the special skill 
that distinguishes the good teacher 
from the one who merely possesses 
knowledge. 

It is essential that an organization 
guard its training program carefully 
against failure. If the training pro- 
gram fails, it serves to sour manage- 
ment on the whole idea of training. It 
has a similar effect upon the em- 
plovees and serves to generate among 
them negative attitudes toward this 
important source of personal growth 
and company morale. 


A vital factor in maintaining high 
morale and low turnover is the provi- 
sion of a horizon for each individual. 
This is important at all levels, but 
especially so at the supervisory and 
executive levels. A careful evalua- 
tion of the individual to determine 
his assets and liabilities, both in 
abilities and personality, is primary 
in achieving this purpose. Then the 
individual's horizon in the organiza- 
tion can be planned with training 
utilized throughout the process to 
develop the individual in needed areas. 
High morale at the upper levels of 
organization is essential to maintain- 
ing good morale at the lower levels. 

Personality. Industry has been late 
in formally and systematically realiz- 
ing the importance of personality as 
a cause of poor morale and high turn- 
over. Even today its importance is 
rarely fully understood. There are, 
however, certain aspects of this factor 
that have, because of their vividness, 
received a good deal of attention. 
There are few organizations, for 
example, that have not at one time 
or another had some experience with 
a more or less seriously neurotic in- 
dividual or an accident-prone individ- 
ual or the emotional female who 
brings her love problems to work 
with her or the male worker whose 
marital problems affect his work. 

These problems are obviously of 
great importance. And yet, because 
of the fact that they are at the surface, 
i.e., they are readily observable, evi- 
dent even to the casual observer, they 
are not as serious as the more subtle 
and less obvious problems. 


PERSONNEL SELECTION 127 


A complex factor 


Let us broaden our view a bit. 
When dealing with the factor of per- 
sonality, we should not think only of 
the individual; we should also think 
of the organization. It, too, has a per- 
sonality. 

But what do we mean by per- 
sonality ? 

Personality is the unique sum 
total of the individual's traits and 
characteristics; it includes all his 
capacities and achievements—all his 
inborn qualities and all his acquired 
qualities—all that he has learned 
through past experience; it includes 
all the external observables and all 
the internal unobservables. How- 
ever, personality is not a mere sum 
of all these things; it is even more 
than just an algebraic sum; it is a 
complex product. 

And so with the organization: its 
personality is the product of many 
complex factors, and each individual 
personality—from the porter to the 
president—contributes to, and is part 
of, its personality. We can carry the 
analysis even further. Each division 
of the organization—sales, produc- 
tion, financial, personnel—has its own 
personality. Each department and 
each smaller subgroup have unique 
personalities. We can also see that 
any individual’s contribution to the 
group personality becomes relatively 
greater as the size of the group be- 
comes smaller. So, for example, John 
Jones, who is a salesclerk in the men’s 
furnishings department of the XYZ 
department store, plays a relatively 
larger role in the personality of his 
department than in that of the whole 
organization. 
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Yet, no matter how small or in- 
significant the role played by one 
individual, should he leave the or- 
ganization there is a corresponding 
change in the group personalities and 
a general readjustment process must 
take place. 

If the factor of personality is re- 
garded in this way, it serves to clarify 
and give perspective to the problem 
although it does not necessarily sim- 
plify it. It becomes obvious that the 
first step in selecting qualified per- 
sonnel is not only knowing the job but 
also evaluating and understanding the 
group personality. Evaluating the 
individual personality then becomes 
not a matter of making value judg- 
ments, 7.e., this trait is a good one or 
that characteristic is a bad one, but 
rather a matter of determining how 
well the individual personality will 
“mesh” with the group personality. 
Since personality integration is a 
multiplicative process, the addition of 
the right individual can have a bene- 
ficial influence on the group personal- 
ity out of all proportion to the value 
of the specific job he performs. Under 
these circumstances, morale could be 
greatly increased and turnover greatly 
reduced. 


Putting theory to work 


The vital question now becomes: 
How much of this background of 
information can be put to use in 
actual practice? When it comes to 
selecting qualified personnel, regard- 
less of the level of the job, we find 
ourselves very often in a kind of dark- 
room. Indeed, wandering around in a 
darkroom filled with job applicants 
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and hiring the first, or the second, 
or the fifth, or the eighth whom we 
might bump into would produce as 
good results as some of the selection 
procedures utilized today. Just by 
chance we are bound to get some good 
people. 

How can we improve our selection 
successes over that of chance? In 
other words, how can we light that 
darkroom? Many sources of light are 
available to us and have been utilized 
with varying degrees of success. For 
example, we can use the application 
form (although research has shown 
that a high percentage of the informa- 
tion asked for has little or no diagnos- 
tic value), one or more interviews, 
school records, reference checks, phys- 
ical examination, and psychological 
testing and interviewing. It is to the 
latter, psychological testing and inter- 
viewing, that the rest of this article 
is devoted. 

The basic question is whether we 
can, through the use of psychological 
techniques, measure those factors that 
make for success on the job in such a 
way as to be able to discriminate be- 
tween the potentially successful and 
the unsuccessful. If this can be done, 
it certainly would place some very 
vital light in our dark selection room. 


Areas of psychological measure- 
ment 


Psychological techniques are used 
to evaluate three areas of fundamental 
importance for present and future 
success in a job. These areas are im- 
portant for all job levels, the degree of 
emphasis between and within each 
area varying as we go up the scale to 


the top executive level. The three 
areas and subgroups of each are: 


A. Ability 
1. General—intellectual ability 
2. Specific skills—aptitudes and 
achievements 


B. Interests 

1. Social 

a) leadership (persuasive- 
aggressive) 

b) social service 

2. Technical 
a) mechanical 
b) quantitative 
scientific 
d) clerical 

3. Cultural-creative 
a) artistic 
b) literary 
c) musical 


C. Personality 

. Motivation 

. Independence of thinking 
. Temperament 
Objectivity 

Emotional adjustment 
Flexibility 


Intellectual ability 


Intellectual ability means the abil- 
ity to learn, to adapt to new situa- 
tions, to profit from past experience. 
School grades are generally positively 
correlated with intelligence, as is 
vocabulary, educational achievement, 
and occupational level. However, as 
pointed out previously, it is not al- 
ways the brightest individual who 
will make the best employee. It 
may be stated that, in general, as the 
complexity of the job increases, the 
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optimum level of intelligence in- 
creases so that the typical successful 
upper-level executive scores in the 
top 10 per cent of the employed popu- 
lation. 

It is evident, then, that intelligence, 
per se, does not ensure job success. 
Of equal importance is the way in 
which the individual utilizes his men- 
tal ability. Thus, an individual of 
average intelligence who is well ad- 
justed and highly motivated can 
progress further than an individual 
of superior endowment who is not 
utilizing his mental capacity because 
of lack of motivation or poor emo- 
tional adjustment. In other words, 
intelligence cannot be properly eval- 
uated without also evaluating the 
areas of interests and personality. 


Specific skills 


Here we refer to any specific abili- 
ties that may be important for a job; 
for example, typewriting, stenogra- 
phy, and the operation of such 
machines as lathes and presses. Or 
for training purposes, various apti- 
tudes such as mechanical or clerical 
may be desirable for any one job. 
Specific aptitude, achievement, trade, 
or work sample tests may be utilized 
to measure these factors as required 
by the situation at hand. 


Interests 


It has been found that we are most 
apt to become interested in those 
things for which we have basic apti- 
tudes. So the mechanically inclined 
individual becomes interested in en- 
gineering. If he also has an interest 
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and corresponding ability im mathe- 
matics, the chances of his becoming a 
successful engineer are increased. Or 
the individual who is interested in 
scientific activities and also has high 
social service interests would be 
well suited for medicine, provided 
he has the requisite intelligence and 
personality. An advertising copy 
writer should have a_ predominant 
interest in the cultural-creative ac- 
tivities, whereas the advertising con- 
tact man—the account or merchan- 
dising executive—should show not 
only the creative interests but also 
interest in persuasive-aggressive rela- 
tionships with others. It perhaps goes 
without saying that the predominant 
interest of the salesman is in persua- 
sive personal contacts and that of the 
accountant in quantitative and cler- 
ical activities. 


Qualities of successful executives 


What about the executive? Our 
studies have shown that his pre- 
dominant interest is in leadership 
activities, with secondary but still 
high interest in literary activities. 
The latter reflects his ability to ex- 
press himself and also the need to doa 
great deal of reading as part of his 
work. He may also show high tech- 
nical interest, depending upon his 
field. His social service interest is 
generally only moderate or even 
somewhat below average. If it were 
high, it would reduce his effective- 
ness: he would not be as firm and 
forceful as is usually necessary, and 
he would tend to be too “‘soft.”” In 
this respect it may be noted that 
personnel executives often score higher 
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on social service interests. The suc- 
cessful executive also usually scores 
low on clerical interest. This is, of 
course, as it should be, for if he were 
highly interested in clerical activities, 
he would get bogged down with less 
important details that should be 
delegated to subordinates. : 

Finally, it should be noted that a 
characteristic of the successful execu- 
tive, and of well-adjusted people gen- 
erally, is breadth of interests. In other 
words, the interest pattern is indica- 
tive of both vocation and avocational 
learnings, and it is a sign of health 
when an individual has some interest 
completely independent of his work 
that he can relax with and expend 
energy on. 


Personality 


The area of personality offers the 
greatest problem as far as measure- 
ment is concerned. It is not only a 
complex affair, but it is constantly 
varying in a greater or lesser degree. 
Yet there is a basic core which dis- 
tinguishes all individuals, and it is 
this core which gives unity and con- 
tinuity to one’s personality. 

Personality is dealt with in terms 
of the six categories mentioned before, 
but it should be pointed out that 
these are not natural or rigid divisions 
of the personality. They are used for 
convenience, but in the final analysis 
the personality is a unified whole, 
and we must look at it as a whole if 
we are to understand the individual. 

Rather than looking at each of 
these six categories in general terms, 
let us deal with them from the point 
of view of our research findings con- 


cerning the typical successful top 
executive. 
Motivation. Our studies reveal that 
the successful executive does not nec- 
essarily fall at either extreme of this 
category. He may be highly aggres- 
sive, extroverted, outwardgoing. On 
the other hand, he may be more of an 
introvert with a high degree of serious- 
ness of purpose and a calm, low- 
pressure approach to problems. Often 
the former is the man who has come 
up through the sales end of the busi- 
ness while the latter has advanced 
through the technical, research, or 
financial part of the business. There 
is one common denominator, how- 
ever, whether more introverted or 
more extroverted: our typical execu- 
tive is characterized by great inner 
drive, a need for greater accomplish- 
ment. How well this drive is chan- 
neled will depend upon such other 
factors as intelligence (and we have 
said above that the successful execu- 
tive ranks in the upper 10 per cent of 
the employed population), judgment, 
and emotional adjustment. 
Independence of thinking. If there is 
one thing that our typical executive 
must be able to do, it is to be able to 
think critically and independently. 
He must be able to add originality toa 
problem situation, to arrive at a 
decision based upon facts, and to sell 
the idea to others in an effective 
manner. The executive cannot afford 
to be indecisive or to lack firmness and 
forcefulness. He must be able to deal 
with both familiar and novel situa- 
tions; he must remain open-minded 
and yet firm in his convictions. 
Temperament. Again we find that 
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Color by Command Decision 


Frederick Rahr 
President, The Rahr Color Clinic 


As Told to Evelyn Dawn Fraser 


If an item of home-furnishings 
merchandise is right in price, shape, 
size, texture, weight, and design from 
the point of view of Mrs. Consumer 
and the color is wrong for her planned 
room, she will not buy it. The item 
will soon be marked down, and the 
best salesman in the department will 
have a tough time selling it. 

But if these elements are all wrong 
from Mrs. Consumer’s point of view 
and the color is right for her planned 
room, even the department’s worst 
salesman will stand a good chance of 
making a sale. 


Proof positive 


Knowing the colors women want 
in home-furnishings merchandise and 
having the items on hand when 
women want to buy them means 
profit dollars in the pockets of a 
company’s stockholder. | Countless 
success stories have been written 
with color. 

For example, Frank Hemenway, 
of the Hemenway-Johnson Furniture 
Company, Inc., in Louisiana, was con- 
vinced that Louisiana women would 
not want the same colors that a survey 
made by our organization (The Rahr 
Color Clinic) had indicated that 
women in other parts of the country 
would want. He decided to put the 
reports to a test. Here is a direct 
quotation from a letter written to 
me by Mr. Hemenway: 


Fall 1952 


When the Color Count was first received last 
year, to satisfy ourselves of its application to 
our particular business, we went onto our 
floors and checked all of our recently marked- 
down items and other ‘‘dogs”’ against the in- 
formation revealed by the Color Count. We 
found that, without exception, our marked- 
down living room upholstered pieces, fabrics 
in the Drapery Department, and carpets were 
indicated as comparatively unwanted by the 
Color Count. 

You would perhaps be more interested in 
another use which we have made recently 
(June 1949) of the living room upholstery 
Color Count. We were dealing with a manu- 
facturer who was offering a large number of 
fabrics as close-outs at greatly reduced prices. 
We bought sofas in fabrics that cost the same, 
and found that by applying the Color Count 
we were able to sell these sofas at varying 


' mark-ups (from $98 to $139). We advertised 


the cheap sofa at $98 and found that with no 
other effort on our part, the desirable colors 
with higher mark-ups sold first. Though the 
$98 price was a very low mark-up for our 
store, the $139 was, equally, a high mark-up 
and a most satisfactory average (mark-up) 
was obtained by the use of the Color Count. 


Salesmen tougher than customers 


Selling a line of colors to salesmen 
is often harder than selling it to the 
shopper who has asked for the colors. 
A letter from the advertising director 
of Devoe and Reynolds paint com- 
pany relates their experiences with a 
paint line based on the Rahr Color 
Counts: 

Thought you would be interested in the 


reaction of our District Managers to the 
colors which you selected for our new House 
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Paint and Trim & Shutter Line based on your 
color count. 

Without exception, they all indicated that 
if the colors I presented were the recommenda- 
tions of your concern, then they would whole- 
heartedly accept the selections even though 
quite naturally not all colors appealed to all 
the Managers at the meeting and despite the 
fact that several of the colors were rather new 
and startling for an exterior paint line. 

This wholehearted cooperation is due to the 
experience they had with selling the Velour 
and Mirrolac colors which you selected for us 
a year or so ago. At that time, not having 
had previous experience with your color count 
authority, many of our managers and saleés- 
men were quite indignant at the colors they 
were given to sell—said, ‘‘Boy, these will 
never move,”’ etc. It was only after the colors 
got on the dealers’ shelves and the consumers 
began buying them that they changed their 
tune, and sales since that time have con- 
tinued to prove them wrong in their first im- 
pression. 

What I like about the Rahr Color Count is 
the fact that it takes into consideration not 
only what colors the consuming public has, 
but much more important, what colors they 
would like to have. This is a much sounder 
way to select color than going by past sales 
records, for they judge merchandise based 
only on what has been made available and 
eliminate any conception of what people 
really might like to buy if given the oppor- 
tunity. 


What is color? 
Color consists of : 


1. An illuminant (lighting) 

2. A modifier (reflecting surface, 
filter, or merchandise) 

3. An observer (human or me- 
chanical) 


Should any of the three elements be 
absent, color is also absent. If there 
is no lighting, the observer cannot see 
the color, just as when there is no 
observer, color cannot be seen. 


Since all three elements are neces- 
sary to have color, all three are present 
in every color problem. 


Effect of light on color 


Of the three color elements, the 
illuminant can wreak the greatest 
havoc with a manufacturer’s line. 
This is because color cannot be re- 
flected by the modifier (merchandise), 
if the color is not present in the illumi- 
nant. 

Suppose that in the drapery de- 
partment a piece of red fabric is dis- 
played under fluorescent light at the 
counter. A potential customer comes 
in, looks at it under the fluorescent 
light, and is delighted that this is 
“just the blue-red I’m looking for.” 
But she wants to take it over to the 
window to make sure. On her wav 
to the window she sees the same 
fabric in a display which is lighted by 
an incandescent spot. But, no, the 
fabric is not quite the same color that 
it was at the counter. Between the 
time she saw it under the fluorescent 
light and under the incandescent 
light it has changed from a blue-red 
to a vellow-red. So she rushes to the 
window and finds that in the daylight 
it is a red-red. Mrs. Consumer, by 
this time completely bewildered, drops 
the sample back on the counter and 
races home to make sure her living 
room has not changed in color. (Her 
money is still in her purse, not in the 
store’s cash register.) 

This can happen to any item of 
merchandise. Any line of goods can 
“apparently” turn into four or more 
different lines if placed in turn under 
illuminants such as: 
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1. Sunlight 

2. Incandescent light 

3. Daylight-corrected incandes- 
cent light 

4. Fluorescent light (at least six 
different color ranges) 


Each of these illuminants gives off a 
different balance of red, green, and 
blue “‘light primaries.’’ Therefore, 
anything shown under them, depend- 
ing on its own ability to reflect these 
differences in light, will ‘‘appear’’ to 
vary in color although not actually 
changing physically. Therefore, the 
consumer should be sure to examine 
any color under the type of light the 
color is to be used. 


Why is color so important? 


Twenty years ago everybody had a 
black Ford. Today if you have a Ford, 
it may be baby blue, chartreuse, sea- 
green, or shocking pink. If color was 
not important years ago, why the 
emphasis on this riot of color today? 

Up to 1929 every manufacturer was 
preoccupied with production. How to 
make more goods was the major 
problem. Experts found the answers, 
and American production zoomed. 
But what use are mountains of goods 
unless they can be sold to the cus- 
tomer? 

From 1929 to 1939 the emphasis 
shifted from production to distribu- 
tion. The experts studied the sci- 
ence of ‘‘distribution.”” They took 
the word out of the classroom and 
put it into business. The distribution 
experts did such a good job of getting 
the goods to the consumers that the 
latter began to reach a point of satura- 
tion. Momma did not want to see 
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another white towel, and Poppa 
could not tell his black Ford from the 
one parked across the street. 

Producers in their desire to set 
production records had ignored the 
national American appetite for in- 
dividual expression. They had been 
denying the natural desire for self- 
expression because they had _ been 
afraid to upset production schedules. 

Chevrolet thought nothing could 
upset them after the onslaught of the 
black Ford. The firm found a paint 
manufacturer with too much colored 
paint on his hands. Chevrolet took 
it off his hands, put it on its cars, and 
made the black Ford obsolete over- 
night. 

The consumer had revolted. Be- 
cause of better production and dis- 
tribution, she had all the conven- 
iences. Now she wanted those con- 
veniences to express her individual 
taste in color and design. One of the 
first industries to respond was the 
asphalt-shingle industry, which gave 
Mrs. Consumer her first colored roof. 

This trend was relatively short- 
lived for in 1939 a bombshell called 
Hitler exploded, and the world found 
itself again in a struggle for survival. 
Production, not distribution and aes- 
thetics, was of prime importance. The 
consumer accepted the reversion back 
to regimentation of the appearance of 
goods because it was part of the war 
effort. Lucky Strike green went to 
war—and both Luckies and Chester- 
field had a white package differen- 
tiated only in design instead of color 
and design. 

Thus, from 1939 to 1949, color, 
line, and design were arbitrarily 
restricted. The consumer chafed 
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somewhat but took that big pay check 
and went out and bought and bought 
and bought. Retail stores sold fan- 
tastic numbers of units of goods in a 
period of so-called ‘‘shortgage.”’ 


A promise made 


All during this period of restriction, 
business was preparing for a postwar 
spending binge. With cheap tax dol- 
lars manufacturers tried to educate 
the consumer in what to look for when 
the millennium came. They stressed 
beauty of line and design. They 
taught the consumer about color, in- 
cluding color harmony and_ color 
co-ordination. This was what the 
consumer wanted to read about. 
She devoured the information and 
planned what she would buy after 
the war. 

Reconversion began in 1946, and 
business tried to guess what the public 
wanted to see and to buy. Experts 
looked back to 1939 prewar sales 
figures to determine what to make for 
a 1949 market. Business forgot that 
they had educated the consumer to 
look for something new in color, line, 
and design. They did not reckon with 
the new and different appetites for 
goods that they had stimulated with 
their own wartime advertising. Busi- 
ness guessed, the consumer waited, 
and prices skyrocketed—while ‘‘short- 
ages’’ threatened. 


A promise broken 


At first, consumers went to the 
stores looking for goods manufac- 
turers had said would be there after 
the war. What the consumer found 
instead was goods in static styles and 
outmoded colors. So she took her 
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money home and put it in the corner 
bank. By 1949-1950 producers found 
themselves in a buyer’s market, and 
the buyer was a disgruntled, unhappy 
woman who would not spend money 
for styles and colors she did not want. 

A few major companies started to 
adjust their lines to the new market. 
They went to experts to find the 
answer to that $600 million ques- 
tion: What colors will sell? Mrs. 
Consumer had already said an em- 
phatic ‘“No!’’ to many of the colors. 
But out of the 10,000 colors she could 
recognize, which five would make 
Mrs. Consumer part with her dollar 
each year? 


The “‘gossip route” 


The usual way in which a producer 
learns what the consumer wants is 
through the ‘‘gossip route.’” A woman, 
at the point of sale, asks for a ‘‘pale- 
yellow grey-green” rug. The store 
does not carry this color. When the 
buyer asks why the line is not selling, 
the floor clerk bravely says, ‘Our 
grey-greens are wrong.” The ‘‘pale 
yellow” is left out. So the buyer tells 
the manufacturer’s salesman, and he 
tells the sales manager, who tells the 
director of the product development 
division. The latter goes to work with 
a generalized, inaccurate, too-brief 
description of the color appetite of the 
consumer. He guesses what the con- 
sumer wants. He must guess. He has 
no accurate timely information about 
the color demands of today’s con- 
sumer. 

The “new” green is submitted to 
management. Then the president calls 
a meeting of the three vice presi- 
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dents, the director of product re- 
search, and whoever else happens to 
be in town. They consider the new 
product and its color. Opinion among 
them is strongly divided. (NOTE: 
They look at the new product under 
a type of light not used by either the 
designer or the product development 
division.) 

Enter the ‘consumer survey.”” The 
president sends for half a dozen office 
girls to give an opinion. The presi- 
dent’s secretary remembers that his 
wife likes blue-green and says it 
should be a blue-green. He gives his 
secretary a raise, sends for an adver- 
tising agency to build a story about 
the new green “everybody wants,” 
and tells the salesmen to go out and 
sell the new color. 

The enthusiastic salesman tells the 
buyer, “This is the new green every- 
body wants.”’ The buyer gets an order 
and puts it on the floor. But is that 
woman who asked for a ‘‘pale-yellow 
grey-green” still standing there? She 
is not! She has gone her way, bought 
what she wanted elsewhere, or had a 
complete change of appetite. 

All the people involved in this 
problem of color—the manufacturer, 
the retailer, the decorator—are starved 
for a common meeting ground of facts. 
They need desperately to reduce the 
time and risk involved in selecting 
colors and getting them to the market. 
They need a precise reporting of 
current “‘appetites to buy,”’ color by 
color, commodity by commodity, mar- 
ket by market. 

But how can industry leaders obtain 
this type of information? The best 
way we know is to employ an agency 
that depends for its very existence on 


Fall 1952 


a reasonably accurate, continuing 
color-reporting system—an agency 
with no ax to grind. 


The “‘fact route” 


One of the agencies that gets un- 
biased facts for its clients is the Rahr 
Color Clinic. Late in 1945 we began 
our work in giving the home-furnish- 
ings industry leaders that ‘‘look 
ahead” they so badly needed. Staffed 
by experts in the field of color and 
design, as well as experts in the fields 
of statistics and market measurement, 
the Rahr Color Clinic was chosen by 
House and Garden and a group of 
leading manufacturers and retailers to 
“find out what could be found out” 
about the postwar color and style 
appetites of consumers. 

In 1946 we interviewed 30,000 
women in retail stores from coast to 
coast. From them we learned what 
colors they then had in their homes. 
This record tallied precisely with past 
sales records. If Mrs. Consumer could 
tell us with such accuracy what she 
had, why could she not tell us with 
equal accuracy what she wanted to 
buy next? We asked her just that. 
The results indicated that there was a 
color and style revolution taking place 
in consumer appetites. 

To date we have interviewed over 
200,000 women. In each interview 
the individual has been asked about 
one item in her home. She has told 
us what color she now has in that item, 
and what color she would like to buy 
next for the same end use. She makes 
her selection from specific samples— 
not in ambiguous color words. Since 
each person is asked about only one 
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line of merchandise, the information 
about individual lines is obtained 
through entirely separate surveys, al- 
though reports have been made on 
over thirty-seven different lines of 
merchandise from coast to coast. 

We measure the upper-middle mar- 
ket, directly below the decorator trial- 
balloon level. We interview women at 
department stores, furniture stores, 
the Merchandise Mart in Chicago, 
and at the National Home Furnish- 
ings Show. We learn which of the 
hundreds of new decorator and stylist 
ideas have had enough impact to be- 
come incipient “‘trends’’ at top price 
levels. Out of the “new”’ color and 
stvle ideas initiated by stylists every 
vear, only about 10 per cent ever 
reach a large enough volume really to 
pay off. We try to locate these for our 
clients. Regardless of whether it was 
an idea projected by a magazine, a 
motion picture, a television program, 
or cooked up by the homemaker her- 
self who was just sick and tired of 
what she had, we suggest production 
and promotion if the trend indicates 
important potential buying power in 
the consumer market. 

We do not pretend that we can al- 
ways be right. We feel, however, that 
our record proves the probability of 
our method of market measurement 
being very close to right is infinitely 
greater than by any other method 
that is based on less comprehensive 
market-trend data. 

Our particular methods have been 
examined by one of the greatest insur- 
ance companies in the world. That 
company considers the actuarial prob- 
abilities in our favor so great it has 
insured us into six figures against any- 


one being able to guess correctly 
the answers we get in our market sur- 
veys. 


Color co-ordination 


American women have told us not 
only what colors they have in their 
homes but also the colors they chose 
to go together; 7.e., the colors they 
picked for their draperies to go with 
their upholstered pieces and_ their 
carpets. They have also told us what 
colors they would like to use together 
in their homes of the future. The color 
combinations they have selected are a 
result of natural color co-ordination in 
that they have not been forced on the 
consumers by manufacturers, retail- 
ers, or decorators. This method of 
selecting colors has resulted in a nat- 
ural color co-ordination more ac- 
ceptable to the consumer market than 
any of the forced, ‘‘cooked-up”’ types 
of co-ordination usually offered. The 
remarkable fact to remember about 
their selections is that no woman was 
asked about more than one ttem in her 
home. The obvious conclusion is that 
over 200,000 women have agreed on a 
specific series of color selections in the 
past and for the future. What manu- 
facturer or what store would want to 
argue with 200,000 women? What 
manufacturer or store would want to 
end up in second or third place while 
trying to please Mrs. Consumer? 


Conclusion 


The woman shopper today cannot 
be bullied into buying colors she does 
not want. She is no longer satisfied to 
accept what is available if it does not 
appeal to her aesthetic sense. She has 
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been educated to seek beauty in color 
and design, and she is determined to 
find it. 

The information we distribute con- 
tains the specific colors that are most 
wanted by the American shopping 
woman. The leaders in the home- 
furnishing and decorating fields— 
those determined to gain and hold 
leadership—have taken advantage of 
this kind of factual guidance. They 
_ have done so because they know that 

it is the housewife of America who 
finances their operations. It is through 
her purchases, through her insistence 
on using their materials to furnish and 
decorate her home, that she will get 
what she demands. 

It is with these consumers that, for 
the sake of our clients, the Rahr 
Color Clinic casts its lot. We are 


confident that filling the demands of 
these American women, who spend 80 
per cent of all the money spent in 
their homes and who, by the way, 
own 73 per cent of the corporations 
that produce the goods, will pay off 
in practical profits during the next 
years of increasingly competitive mar- 
kets, rising costs of doing business, and 
heavy tax burdens. 

The leaders in the home-furnishings 
and decorating fields, who have taken 
advantage of this factual service, are 
not only showing the way but are 
consistently stepping ahead of com- 
petition. Those who use “traditional 
gossip guesswork” as a guide will 
find less and less volume ahead unless 
they pay more attention to this con- 
temporary method of business opera- 
tion. 


Are You Guessing? 


(Continued from page 106) 


are decidedly fickle. If they think a 
store is not keeping faith with them, 
they will return merchandise, com- 
plain about service, limit their pur- 
chases, or pass the store by com- 
pletely. 


Merchant should know customers 


It is not too difficult a task for a 
merchant to get to know his custom- 
ers. The old-time merchant prided 
himself on this knowledge. His mod- 
ern counterpart, however, seems to 
place far greater emphasis on keeping 
in touch with the physical aspect of 
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store operation rather than with the 
human element. In the long run, this 
attitude may prove expensive in 
terms of reduced productivity and lost 
profits. 


Essence of sound management 


This survey proves that it is not 
impossible for a merchant to get to 
know his customers. The techniques 
are available. All it requires on his 
part is a realization of the need for 
adequate information in arriving at 
sound decisions and a willingness to 
invest the relatively small amount of 
time and money required to ascertain 
the facts. 

This ts the essence of sound manage- 
ment. 


Book Notes’ 


Departmental Merchandising and Obp- 
erating; Results of Department and 
Specialty Stores, 1952 edition. 
New York: Controllers’ Congress, 
National Retail Dry Goods Asso- 
ciation, 1952, 140 pages. Price: 
varies according to membership. 

A total of 352 department and specialty 
stores, representing all 12 Federal Reserve 
districts, contributed to this report of typical 
merchandising, sales, inventory, and expense 
ratios broken down by department. 

To assist stores in making better use of the 
data, several changes have been made in the 
format. For example, middle-range figures 
(interquartile range) for selected items have 
replaced the previously published ‘‘Top Per- 
formance Tables.”’ 

Summaries show that retailers suffered 
from effective anti-inflationary controls un- 
equally applied to all levels of the economy. 
Other factors affecting 1951 figures were a rise 
in consumer savings and a “‘shortage of 
shortages” which left retailers with huge 
stocks bought in preparation for predicted 
shortages of consumer goods. 

Fluctuating economic conditions demand 
better managerial techniques to cope with the 
new problems of today. According to this 
report ‘‘the future earnings of retailing hinge 
on costing many of their presently unknown 
expenses and in determining their reasons and 
influences on store operations.”’ 

Evelyn Dawn Fraser 


Du Pont, The Autobiography of an 
American Enterprise. (Published 
in commemoration of the 150th 
anniversary of the founding of 
the company on July 19, 1802.) 
New York: Charles Scribner's 
Sons, 1952, 138 pages. $5.00. 

This book tells the story of Du Pont in 
America. It includes photographs of paint- 
ings by John McCoy, Bass Otis, and Howard 
Pyle. There are woodcuts and old Currier and 
Ives prints. It provides the home-furnishings 


* Unless otherwise noted, book notes were prepared 
by T. Dart Ellsworth. 
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and textile instructor, the historian, and the 
labor-management specialist with a store- 
house of facts. 

The book begins when ‘‘Eleuthere Irenee 
Du Pont arrived in America on New Year's 
day, 1800. On that day George Washington 
had been dead less than three weeks.”’ It also 
relates the story of a man named David 
Murphy who was to become Du Pont'’s first 
employee and who arrived in Delaware 
shortly after the revolution. 

The next period in the Du Pont history 
discussed is that of industrial expansion, 
1865-1902. It tells of the development of 
Du Pont as a modern corperation in 1902- 
1914. It was at this time that Du Pont entered 
the unknown fields of plastics and synthetic 
fibers. The era of global war comes next and 
is followed by today’s story, ‘‘A Blend of 
Many Things.” 

Du Pont has made a remarkable contribu- 
tion to Americana. The volume appropriately 
is bound in Du Pont’s ‘‘PX”’ cloth! 

Amelia Klepp 


Dynamic Display, by Frank J. Ber- 
nard. Cincinnati: The Display 
Publishing Company, 1952, 260 
pages. $10.00. 

The display man will find this book chock- 
full of sound ideas and practical suggestions 
for building displays that will sell merchandise 
and, at the same time, further the good name 
and prestige of his store. The subject matter 
deals with the principles of display and the 
techniques involved in their application. It 
combines innumerable illustrations with de- 
tailed discussions of such subjects as common 
errors in display, working methods, original- 
ity, the application of art in display, eye 
catchers, paper sculpture, display materials, 
scaling down and enlarging display space, 
the birth of a show window, lighting, and a 
hundred others. 

The author operates his own display studio 
in Toronto, Canada. 


Eighth Annual Survey of Operating 
Experience of Men's Wear Stores, 
by Bureau of Retail Research, 
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Retailers Get Rid of Banking 


(Continued from page 110) 


shoppers to open accounts and pay 
for all purchases at listed stores with 
one check. 


Clerk training 


Bank officials now feel that an 
important job lies ahead in the 
training of store clerks to obtain 
credit applications properly from cus- 
tomers. Each store has a supply of 
blank forms to be given those who 
intend to make, or could be interested: 
in making larger purchases on credit. 
With some 800 stores, each with one 
or more salesclerks who can _ help 
promote this phase of the plan's 
operation, the potential for expand- 
ing the number of charge customers 
can reach a very substantial total. 
At the same time, it would help make 
each store better satisfied with sales 
achieved under the plan. 


Results 


On the basis of experience so far, 
many stores have reported considera- 
ble gains in sales volume from the 
plan. Comparative figures of ‘‘before’’ 
and “‘‘after’’ are difficult to obtain, 
but some merchants have cited gains 
of as much as 30 per cent. A local dry 
cleaner saw his sales mount to $5,000 
in a three-week period. 

Franklin's experience on collections 
compares favorably with general store 
figures. It has found that all but 
16 per cent pay the bills sent by the 
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bank within 30 days, 4 per cent go 
over the 60 days, and only 9/10 of 
one per cent are more than 90 days 
delinquent. When a bill reaches the 
90-day-old stage, it is automatically 
charged off by the bank, although the 
collection processes continue. The 
bank expects that its unrecoverable 
losses will be negligible. One of the 
factors in this conclusion is that 
Nassau is a county of home owners 
and therefore sound from a credit- 
risk viewpoint. 


New opportunities for retailers 


From the standpoint of the retailer, 
Franklin's plan offers an opportunity 
to develop sales while eliminating the 
problems and headaches of charge 
accounts. The small store, especially, 
need not be reduced to a “‘small item” 
or accommodation source as against 
aggressive competition from big-store 
neighbors which have moved into the 
territory. 

The plan has the advantage of 
freeing working capital, enabling the 
merchant to invest in a wider inven- 
tory and to concentrate his personnel 
on merchandising and selling. Another 
advantage is to be gained in his ability 
to take cash discounts in dealing with 
his suppliers. 

As compared to other plans for 
financing charge purchases, the Frank- 
lin plan represents a major step for- 
ward. The consumer pays nothing 
for the added service. There is no 
“scrip” involved, with its attendant 
difficulties. And with a well-known 
bank as the source for credit the 
capital is adequate. 
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New York University School of 
Retailing. New York: Fairchild 
Publications, Inc., 1952, 15 pages. 
No charge. 


The eighth annual survey of operating 
experience in men’s wear stores has been 
broadened in scope. For instance, for the 
first time this year interquartile ranges are 
shown for much of the data in addition to 
averages. Also, many of the tables have a 
blank column entitled ‘‘Your Store’s Experi- 
ence,” with the suggestion that each store 
write in its own figures for easier comparison 
purposes. 

In brief, the story of men’s wear store 
operations in 1951 was ‘‘sales and expenses 
up, profits down.” This reflects the picture 
of 1951 operating results of department and 
specialty stores. 

The National Association of Retail Cloth- 
iers and Furnishers, which had issued its own 
report for the previous twenty-two years, 
joined with the original sponsors in issuing 
this year’s annual report. 

Evelyn Dawn Fraser 


General and Industrial Management, 
by Henri Fayol. New York: Pit- 
man Publishing Company, 1949, 
xxvii + 110 pages. $3.25. 


Here is an excellent translation of Henri 
Fayol’s famous work, Administration indus- 
trielle et general. It provides a scientific ex- 
planation of management principles and deals 
specifically with the techniques of administer- 
ing the personnel of an industrial organiza- 
tion. Considerable emphasis is given to a 
discussion of the human aspect of the group 
making up the personnel organization of the 
firm. 

This book maintains the excellent character 
of a number of books dealing with the field of 
management that have been published during 
the past few years by Sir Isaac Pitman and 
Sons, Ltd. It is a book that should be in- 
cluded in the library of every business, indus- 
trial, and retail executive. 


Give the Lady What She Wants, by 
Llovd Wendt and Herman 
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Kogan. New York: Rand Mc- 
Nally and Company, 1952, 384 
pages. $4.50. 


The story of the founding and growth of 
Marshall Field and Company is told against 
the backdrop of the history of America’s 
second city. It portrays battles of merchant 
princes, changes in customs and fashions, the 
revolutionary development of merchandising 
methods, and the rise of militant feminism. 
It is an exciting and well-told story. Scores 
of fascinating photographs provide an excel- 
lent pictorial record of the American way of 
life during the past hundred years. 

Students of retailing will find Give the Lady 
What She Wants a valuable addition to their 
professional libraries. 


The Retail Inventory Method and Lifo, 
by Malcolm P. McNair, Anita C. 
Hersum, and H. I. Kleinhaus. 
New York: McGraw-Hill Book 
Company, 1952, xx + 446 pages. 
$7.50. 


Here is an exposition of retail merchandise ~ 


accounting, starting with elementary retail 
mathematics and proceeding through the com- 
plex Fifo and Lifo techniques of inventory 
evaluation. The section on the Lifo method is 
thoroughly done and constitutes a real con- 
tribution to the literature of the field. 


The Art of Book Reading, by Stella S. 
Center. New York: Charles 
Scribner’s Sons, 1952, xix + 298 
pages. $3.50. 


How to read paragraphs, sentences, the 
classics, and the literature of information as 
well as how to expand one’s vocabulary are 
covered in this discussion of reading tech- 
niques. How to improve one’s rate of reading 
is emphasized as well as how to further one’s 
enjoyment of reading. 

The techniques described were developed 
and tested by Dr. Center while she was di- 
rector of the Reading Institute of New York 
University. The average businessman should 
find this book not only interesting but bene- 
ficial. 
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Better Clothes for Your Money, by 
Mary Evans. New York: J. B. 
Lippincott Company, 1952, 224 
pages. $2.95. 


How to determine quality in clothes and 
how to get better value dollar for dollar are 


Are Retail Stores Inviting 
Regulation ? 


(Continued from page 122) 


simply, the store anticipates payment 
of the invoice; anticipation is the 
amount the store deducts from its 
remittance to the vendor. 


Crux of a loan 


Is the store correct in assuming that 
early payment of the invoice neces- 
sarily constitutes a loan to the vendor? 
What are the circumstances surround- 
ing a business loan? For instance, a 
store needs money and applies at a 
bank for a loan. The bank approves 
the request and makes the loan, based 
on conditions agreed to by both 
parties. The crux of the matter ts that 
the right, or privilege of deciston, to 
borrow money rests with borrower; 
whereas the same right, or privilege of 
decision, to loan money rests with the 
lender. 


Interest earned and interest paid 


In effect, anticipation ts interest 
earned by a store for money loaned to a 
vendor; conversely, anticipation ts in- 
terest paid by a vendor for the use of 
money borrowed from a store. It is the 
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discussed in terms of the layman. The pres- 
entation includes a miscellany of informa- 
tion about clothes, such as how various items 
of clothing are put together, how to detect 
inferior workmanship, and tips on taking care 
of clothing. 


right, and privilege, of the borrower 
or vendor to request a loan from the 
store in the form of early payment of 
an invoice. In turn, it is equally the 
right, and privilege, of the lender or 
store either to approve or turn down 
the vendor’s request. 


Standardized practices 


The store and vendor should agree 
to all details relating to anticipation 
at the time of sale. Ideally, certain 
practices might be standardized and 
incorporated as a part of all store- 
vendor sales contracts. Why should 
not there be a standard method for 
computing both the number of days 
and the dollar amount of anticipation? 
Certainly a program having these ob- 
jectives would have the backing of 
many stores. 

For example, in commenting on how 
to figure the number of days of an- 
ticipation a Group III store suggested: 
‘Adopt a standard method as to when 
anticipation begins—either upon re- 
ceipt of goods or date of shipment. 
Receipt of invoice does not matter 
since we use a Vendor's Invoice to 
avoid delay in marking and pay- 
ment.’ A Group V store added: 
“May we get a standard definition of 
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A point of nicety 


There would seem to be a point of 
nicety involved in the way some of 
the stores compute the dollar amount 
of anticipation. Basically, the stores 
have two methods. A Group V store 
explains the first method as: “Dis- 
count and anticipation are figured 
together and appear as one amount on 
our checks . . . .”” A Group IV store 
explains the second method with: 
“Anticipation should be taken after 
invoice is reduced by regular dis- 
count; 

The first of these methods—that of 
figuring the regular discount and 
anticipation together—is questioned. 
In effect, the regular cash discount and 
anticipation constitute a series of dis- 
counts. Is it ever proper to combine 
two discounts in any series in this 
manner? Also, if the borrower-lender 
nature of the transaction is considered, 
the store is actually charging the ven- 
dor interest on money it has never 
advanced to him. In employing this 
method, the store would seem to 
violate a nicety of relationship that 
should exist between itself and the 
vendor under these circumstances. 


Conclusions 


1. The chaotic conditions of trade 
practices governing retail stores tak- 
ing anticipation constitute an open 
invitation to some government agency 
to step in and take over their regula- 
tion. 

2. The chaotic conditions of trade 
practices governing retail stores tak- 
ing anticipation are inherent in the 


stores’ lack of appreciation of the 
nature of anticipation and their desire 
to gain competitive advantage. 

3. Immediate action should be 
taken to initiate a program designed 
to define terms and standardize prac- 
tices of retail stores taking anticipa- 
tion. 

4. Retail stores need to study the 
costs involved in taking anticipation 
in order to establish realistic limita- 
tions on the practice. 

5. A number of the current prac- 
tices of stores taking anticipation either 
ignore, or violate, many of the pre- 
cepts of a sound vendor-relatiqns 
program. 

6. Any workable standardization of 
trade practices governing anticipation 
must reconcile the conflicting view- 
points of the stores and of the ven- 
dors. 


Act now 


The trade practices governing re- 
tail stores taking anticipation are 
rooted in controversy and confusion. 
The processes of anticipation involve 
delicate store-vendor relationships for 
which all too many stores display a 
callous disregard. Stores and vendors, 
alike, need to recognize and to show 
respect for the privileges and rights of 
each other. They must resolve their 
conflicting interests and develop trade 
practices that will bring order out of 
the present chaotic situation. They 
should act with dispatch and resolu- 
tion. 

In short, they must regulate them- 
selves, or be regulated. Today, it is 
their decision to make. Tomorrow, 
they may have lost this prerogative. 
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Marketing in the American Econ- 
omy, by Roland S. Vaile, E. T. 
Grether, and Reavis Cox. New 
York: The Ronald Press Com- 
pany, 1952, xviii + 737 pages. 
$6.00. 


This discussion of marketing in America 
provides a clear, understandable explanation 


of why the function exists and how it is con- 
ducted in our dynamic economy. Marketing 
agencies, institutions, and channels are 
analyzed in detail. Buying, selling, pricing, 
and other marketing functions are explained. 
The book should prove an excellent text for 
an introductory college course in the field. 


Personnel Selection 
(Continued from page 130) 


the successful executive falls at neither 
extreme of this category. He is 
neither completely easygoing and 
tranquil, nor is he irritable and quick- 
tempered. We have found, however, 
that he is somewhat closer to the 
latter than to the former. He is able 
to control his temper but at times 
may even ‘‘use’’ it to good advantage. 

Objectivity. One of the most valu- 
able tools available to the executive 
(and to any mentally healthy in- 
dividual) is the ability to step back 
and evaluate himself or the role he 
plays in a group with complete ob- 
jectivity. He must be able to admit 
his own errors, accept responsibility 
for them, and profit from the experi- 
ence. To be able to do this the person 
must feel personally secure and be 
confident of himself. This same qual- 
ity is necessary to ensure the success 
of an executive development program 
which provides understudies for each 
key post in an organization. It takes a 
great deal of objectivity and personal 
security to accept and give complete 
support to the person who eventually 
will take over one’s job. 
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On the other hand, the person who 
lacks this objectivity is unable to face 
himself or others squarely. He cannot 
accept situations at their face value; 
he rationalizes his behavior and tends 
to overcompensate for his failures. 

Emotional adjustment. This cate- 
gory is complexly related to all the 
others. It often provides the fuel, the 
motivation for all our achievements. 
The basic question is not how per- 
sonally insecure we feel but rather 
how we adjust to these feelings. A 
feeling of inadequacy, or a basic shy- 
ness, or a need for recognition because 
of competition with one’s father, when 
properly channeled, can serve to 
motivate a person to great accom- 
plishment. 

We all experience certain insecuri- 
ties; we all compensate to a certain 
extent. The important thing is to 
avoid overcompensation. So, for ex- 
ample, an individual who grew up in 
poverty may be driven to great ac- 
complishment (assuming he has the 
necessary ability) in order to gain the 
money required to satisfy his needs. 
However, he can go to the point 
where his motives change. Whereas, 
originally, money was a means to 
an end (security and _ satisfaction 
of bodily needs), it can become an 
end in itself. And so this individual 


